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your invitation and happy to meet with such a dis- 

tinguished gathering of American newspapermen. I 
am happy to have this opportunity for an exchange of views, 
which I trust will contribute to a better mutual acquaintance. 
Besides, I can think of no better or more appropriate place 
than this to convey to the great people of America a message 
of friendship from the Italian people, and to thank the Ameri- 
can public, as well as you personally, for the warm reception 
extended to Foreign Minister Martino and to myself, as rep- 
resentatives of Italy, as well as to our associates. 

Here in Washington I have once more had the pleasure of 
meeting with your President, whom I had already known in 
Italy in the past. As a matter of fact, President Eisenhower 
is well known by all of us in Europe, where, for so many 
years of war and peace, he has been surrounded with great 
respect and widespread popularity. I have also had the 
pleasure of meeting your distinguished Secretary of State and 
other leaders of the American administration. We have met 
and talked in a cordial atmosphere, which is the fruit of 
friendship and of community of views. 

I suppose the first thing you want to know—I have been 
asked this already—is: Why am I here? Mine is a visit of 
friendship and good will. I have been asked by many of you 
gentlemen if I have come here to discuss economic questions, 
in fact, economic assistance. I would like to point out that 
any discussion of United States-Italian relations and co-opera- 
tion cannot but include economic co-operation which is a 
specific aspect of co-operation in general. However, speaking 
of economic assistance, I should, above all, like to say a word 
of gratitude to the American people. Together with other 
nations of Western Europe, we have received in many years 
generous and spontaneous American aid in our reconstruction. 
It has played a vital part, and without that aid Italy—and 
we might say the whole of Europe—could not have avoided a 
major and prolonged calamity. If we had not received Ameri- 
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can aid, we could not be in a position to announce, as we 
can and do today, that postwar reconstruction is an accom- 
plished fact and that the Italian economy has already devel- 
oped well over and above the prewar level. 

We sometimes hear from authoritative American observers 
that, despite all the aid received, we have not yet managed 
to solve our problems. Frankly, I consider this approach 
completely wrong. It was only, thanks to your assistance, 
that we managed, with tremendous efforts and sacrifices on 
our part, to tackle our agg and start solving them. With- 
out external aid our efforts would probably have failed. 

When people ask us how it is that, despite so many efforts, 
we have not yet fully overcome our economic and political 
difficulties, they seem to overlook the conditions in which 
democracy was restored in Italy. We had to face political, 
economic, and social conditions created by the fall of a dic- 
tatorship, the splitting of the nation in two parts, the clash 
of armies, and the lack of authority. It should be also re- 
membered that the Allied authorities brought the Communists 
into the Italian Government, thereby accrediting them as a 
genuinely democratic group, and entrusted them with many 
key posts in the Italian administration. As a result, in the 
first postwar election held in 1946, the Social-Communists got 
over 40 per cent of the total vote, an accomplishment which 
they could never repeat in later elections. This was the 
situation in which we found ourselves and which we did not 
cause. 

In addition to our postwar political problems, we had also 
to face our economic problems. First of all, this required 
the recovery of our economy from the effects of enormous 
war damages, which destroyed almost one third of our na- 
tional wealth, cut down by 50 per cent our agricultural pro- 
duction, and brought our industrial production and foreign 
trade to a complete standstill. But the effects of war, with 
their economic and political implications, aggravated age-long 
structural problems, stemming from over-population in rela- 
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MARIO SCELBA 


tion to resources, from a great gap in the level of economic 
and social development reached by different regions of Italy 
and from persistent balance-of-payment difficulties. 

From these conditions, partly natural and partly historical, 
spring fundamental problems of the Italian economy, such 
as our low level of per capita income (which as you know is 
less than one seventh of the United States level), and the 
—— low rate of saving and of capital formation. But 
in addition to all this, the very fact that, thanks to the hard 
work in which we have engaged, the Italian economy is once 
more in a phase of expansion and development, creates yet 
more problems, economic and political. The impact of all this 
weighs heavily upon many segments of our economy. As an 
example, I may quote the housing problem. It has been 
rendered all the more acute by the destructions of war, by 
the growth of population, and also by the improvement in 
living conditions which, particularly in southern Italy, leads 
to a greater demand for housing. To meet this pressure we 
have already built or rebuilt over 9,000,000 rooms, and we 
are now about to embark on a vast additional program of 
housing construction. The government of democratic coali- 
tion, a coalition which has shown itself as the most effective 
and adequate to meet the nation’s needs, is now more than 
one year old. Moving along the broad lines of policy which 
were laid by the late Premier De Gasperi, with respect both 
to the government formula and to political orientation, our 
government has achieved the work of reconstruction and it 
has settled great problems which were clouding our political 
horizon. Among others, I would like to mention the Trieste 
problem, the solution of which owes much to the friendly 
and keen contribution made by United States and United 
Kingdom diplomacy; the ratification of the Paris agreement 
on Western Europe; the adoption of many measures of 
internal legislation of great social significance. 

Now that the postwar cycle has been closed, we are focusing 
our attention on the structural problems of our economy, and 
are concentrating all our efforts on their solution. To that 
end Italy has devised and is putting into effect vast programs 
which will improve very substantially her economic and social 
structure. Among the most important I will mention the land 
reform. It has already resulted in the transfer of approxi- 
mately 1,500,000 acres of land from absentee landowners to 
hitherto landless farmers. Incidentally, this entails a tre- 
mendous financial burden, also in view of the fact that, in 
addition to the cost of the land, there is an additional very 
large cost due to basic reclamation work. 

I should also mention the special program for the south 
(Cassa del Mezzogiorno), which, together with land reform, 
has the purpose of improving basic living conditions in our 
depressed areas and to close the gap in wealth and income 
between the north and the south. From October 1950 to the 
present date special administration for the South has already 
committed approximately 400,000,000,000 lire, equivalent to 
well over $650,000,000, for its projects. 

I would like also to mention our recent tax reform, which 
is having an almost revolutionary impact on our tax habits, 
since it involves a new approach and a new spirit on the 
9 of both Government and taxpayers. The overall tax 

ill, which is at present going through the final stages of 
debate in Parliament, includes strict sanctions against tax 
evaders. Its application will lead to the equal distribution of 
our tax burden. There is already an encouraging increase in 
tax revenue also as a result of these recent reforms. 

We shall strain ourselves to the limit, in order to tackle 
our problems with our own resources. We shall intensify our 
existing policy of encouraging productive investments. In 
this way we hope to change the Italian economic structure, 
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and will attain a higher volume of employment also as a 
result of better distribution of income As you know, we 
have already presented to the Organization for European 
Economic Co-operation a development projection of the 
Italian economy, based on the principles just mentioned. it 
is not a rigid plan, in the acception of the word which is 
current in Eastern Europe. This is the product of detailed 
studies from outstanding experts, Italian or international. 
Their unanimous conclusion is that no action or reform initi- 
ated by any Italian Government can solve the Italian economic 
structural problems except within a framework of international 
co-operation. There are countries where there is a manpower 
shortage and yet where unsurmountable barriers are raised 
against our immigration. In order to settle our structural 
problems we need large capital, which we have not. Inter- 
national co-operation, also in the mutual interests of the 
free world, could and should materialize. We desire to attract 
foreign investments, and to that end our Government has 
submitted to Parliament new draf legislation which will 
encouragé foreign investments and insure them an equitable 
remuneration. 

Unquestionably, Italy is making determined progress along 
the road toward economic development. With respect to 1938, 
and in constant prices, our national income has increased by 
40 per cent, our agricultural production by 12 per cent, and 
our industrial production by 71 per cent. Consumer expendi- 
ture also at constant prices, is increasing steadily throughout 
the country, and particularly in the south, at a rate which is 
quite unprecedented. At the same time it has been possible 
to reduce somehow the gap, however still existing, in con- 
sumer expenditure between our northern and southern regions. 

Economic and social reforms and the defense of liberty 
under the law are the foundations of the policies that my 
government is pursuing in order to strengthen democracy in 
Italy. It is already apparent that anti-democratic forces are 
beginning to lose ground in the North, where our working 
classes are comparatively well paid and enjoy advanced stand- 
ards. The outcome of shop steward elections in many industrial 
plants gives a definite indication of such trend. On the other 
hand, the situation requires careful watching in the South, 
during the present period of transition in economic and social 
condition. The new horizons disclosed by somewhat higher 
living conditions lead to higher and higher expectations. This 
creates opportunities for dissatisfaction which subversive 
propaganda is quick to exploit. 

Some in Italy and abroad have advocated the adoption on 
our part of shall I say, violent forms of repression against 
extremist — and against the enemies of democracy, en- 
slaved to foreign ideologies, as has been done in some coun- 
tries. However, each country has its own historical conditions, 
its Own experiences and requirements, and we in Italy are 
firmly convinced that democracy can be defended and must 
be defended with democratic methods. Our public opinion 
is extremely sensitive and vigilant on this point. It insists 
upon respect for law and order, but is strongly opposed to 
repressive measures that might suggest the return of, or recall, 
nondemocratic systems. 

Gentlemen, I am talking to representatives of the press of 
one of the world’s greatest democracies. It was Thomas Jeffer- 
son who said: “I would rather be exposed to the incon- 
veniences attending too much liberty, than those attending too 
small a degree of it.’” I quite agree we must not be content 
with that, and I can say that the Italian democratic state is in 
a position to defend itself and the freedom of its citizens 
against any and all threats from the enemies of freedom. 
The authority of the Italian states is getting stronger, and so 
is the sense of democracy. 
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We consider any alarm or concern sometimes voiced abroad 
completely unjustified. We have a sufficient sense of responsi- 
bility to realize what a tragic situation would ensue for the 
Western World, and what the plight of our Allies would be 
if Italy, in her key position in the Mediterranean, did not 
belong to the family of freedom-loving nations. It is our first 
and paramount interest to see to it that such a tragedy does not 
occur, because we would be the first to suffer. At the same 
time the fact that our foreign friends occasionally feel con- 
cerned or alarmed is an indication of their deep awareness of 
how interdependent we all are and the fate of all depends 
on the fate of each. The subject of interdependence among 
nations has never been so vital and urgent as it is today. 


A few months ago, during the speech which I made in 
Rome on Italy’s European policy, I said that when one talks 
of international co-operation the first thought goes to the 
United States and to American policy after the war. The 
importance of the Marshall plan, which was the first happy 
experience of an organized community of nations, was no 
less moral than it was material. I said on that occasion, and 
I would like to repeat it now, that we are grateful to America 
not only for her material help, which was extended as by 
a free and independent nation to other free and independent 
nations, but also for the example she set of what nations 
can accomplish if they are united. I would like to emphasize 
the paramount importance of this aspect of our alliances and 
communities. 

After the Marshall plan, the effectiveness of international 
co-operation for the security of peace and democracy was 
proved by the North Atlantic Pact. The Atlantic Alliance, 
which is the cornerstone of our foreign policy, led to the 
establishment of an effective system of mutual defense. Mili- 
tary defense, however, while fundamental, is not sufficient 
alone. Against the compact alinement of the iron-curtain 
countries with its network of military and political treaties, 
we must follow an international policy of unity and solidarity. 
Peace and freedom must be defended not only with weapons, 
but with concerted action. Article II of the North Atlantic 
Pact gives full recognition to these principles, but we must 
admit that little has been done thus far to implement them. 

What I have in mind specifically is the necessity of eco- 
nomic and social solidarity and of co-ordinated political action. 
This principle leads to recognition of the fact that no national 
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economy can survive alone. It implies also that if there are 
weak spots in the economic or social structure of any one of 
the freedom-loving countries, this weakens the whole com- 
munity of free nations, just as would occur in any military 
defense system. Politically, we have in past years experienced 
how harmful differences, even of method or even only ap- 
parent between the members of our community can be. It is 
hardly nevessary for me to recall how our opponents cun- 
ningly exploited the different reactions in various Atlantic 
nations to the spurious peace campaign waged by the Com- 
munists in 1953; or, more recently, the unfavorable effect 
that lack of unanimity among the European nations regarding 
EDC ratification might have had on the democratic forces in 
Germany. Our conviction that international co-operation is 
essentia! for the survival of the free world, as well as for the 
solution of our own major national problems, explains why 
Italian policies are so passionately European. At the present 
time, we consider the Western European Union not as a 
terminal but as a starting point finanen sen forms of union 
and integration in Europe, which must be worked out without 
undue hurry but without delay. I would not like to dramatize, 
but there are nu.other alternatives for Europe: either integra- 
tion or disintegration. 

That is why Italy, despite the long parliamentary procedure 
prescribed by her constitution, was the first nation on the 
continent of Europe to ratify the Paris agreements. 

It was also significant, and indeed exceptional, that the 
entire Parliament, with the exception of the Communists and 
their allies voted in favor of the European idea. This indi- 
cates that whenever the present Italian Government or any 
other Italian Government identifies a united Europe with 
prosperity and liberty, it knows that it is giving expression 
to the requirements and to the interests of Italy as a whole. 

Mr. Chairman, gentlemen, regardless of the fact that we 
are still at lunch, I have abused your attention. I have ven- 
tured to do so however because I feel surrounded by an 
atmosphere of genuine friendship which goes back to some 
of the most difficult days of our national history. I shall be 
happy now to answer your questions. Before doing so, 
however, I would like to thank you once more for your warm 
welcome, for your friendly and cordial reception, and for your 
invaluable contribution to the achievement of our common 
ideals. 


China Policy 


CONDEMNS FORCE IN FORMOSA STRAIT 
By ADLAI STEVENSON, Democratic Presidential Candidate, 1952 
Delivered on a Nationwide radio hook-up, Chicago, Illinois, April 11, 1955 


more than four months and I do so tonight only be- 

cause I have been deeply disturbed by the recent 
course of events in the Far East and because many of you have 
asked me for my views. I have waited until the first excite- 
ment about the islands of Quemoy and Matsu has subsided 
and we can more calmly examine our situation in the Straits of 
Formosa and in Asia. In matters of national security emotion 
is no substitute for intelligence, nor rigidity for prudence. To 
act coolly, intelligently and prudently in perilous circumstances 
is the test of a man—and also a nation. 


M: fellow countrymen: I have not spoken to you for 


Our common determination, Republicans and Democrats 
alike, is to avoid atomic war and to achieve a just and a lasting 
peace. We all agree on that, I think, but not on the ways and 
means to that end. And that’s what I want to talk about—war 
and ways and means to a peaceful solution of the present crisis 
in the Straits of Formosa. 

On this April evening, I remember vividly that it was in 
April just ten years ago that the largest conference in all diplo- 
matic history met at San Francisco to write the Charter of the 
United Nations—a charter of liberation for the peoples of the 
earth from the scourge of war and of want. 
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The spirit of San Francisco was one of optimism and of 
boundless hope. The long night was lifting; Hitler’s armies 
were on the eve of collapse; the war lords of Japan were totter- 
ing. Our hearts were high in that bright blue dawn of a new 
day—just ten years ago. 

But tonight, despite the uneasy truces in Korea and Indo- 
china, our country once again confronts the iron face of war 
-—war that may be unlike anything that man has seen since the 
creation of the world, for the weapons man has created can 
destroy not only his present but his future as well. With the 
invention of the hydrogen bomb and all of the frightful spawn 
of fission and of fusion the human race has crossed one of the 
great watersheds of history, and mankind stands in new terri- 
tory in uncharted lands. 

The tragedy is that the possibility of war just now seems to 
hinge upon Quemoy and Matsu, small islands that lie almost 
as close to the coast of China as Staten Island does to New 
York; islands that presumably have been fortified by the 
Chinese Nationalists with our approval and assistance. 


Having loudly hinted at American intervention in Indo- 
china just a year ago and backed away, having forced General 
Chiang Kai-shek to evacuate the Tachen Islands when the 
Communists made menacing gestures just a couple of months 
ago, we now face the bitter consequence of our Government's 
Far Eastern policy once again. 

Either another damaging and humilitating retreat, or else 
the hazard of war, modern war, unleashed not by necessity, not 
by strategic judgment, not by the honor of allies or for the 
defense of frontiers, but by a policy based more on political 
difficulties here at home than the realities of our situation in 
Asia. 

Given these unhappy choices it appears that President 
Eisenhower will decide what to do if and when the attack 
comes, depending on whether in his judgment it is just an 
attack on these islands or a prelude to an assault on Formosa. 


While our President has great military experience, perhaps 
it is not improper to ask whether any man can read the mind 
of an enemy within a few hours of such an attack and deter- 
mine whether, at some later date, the enemy plans to go fur- 
ther and to invade Formosa. Is it wise to allow the dread 
question of modern war to hinge upon such a guess? 

Now many of the President’s most influential associates— 
including the Republican leader in the Senate (Senator Wil- 
liam F. Knowland of California) and the chairman of the 
Republican Policy Committee (Senator Styles Bridges of New 
Hampshire) have been insisting that he pledge us to the de- 
fense of these islands. They say that another rebuff and back- 
down, another retreat in Asia, would add substance to what 
the Chinese Communists say about the United States being a 
“paper tiger.” 

Those who demand a pledge to go to war also say that 
having gone this far with Chiang Kai-shek to let him down 
now when he is reinforcing these islands and preparing an 
all-out stand would deal a heavy blow to the morale of his 
forces and endanger the defense of Formosa itself. 


Now there is undeniable merit to these and other arguments, 
but I must say in all candor that they seem to me overborne by 
the counter arguments, and | have the greatest misgivings 
about risking a third world war in defense of these little 
islands in which we would have neither the same legal justi- 
fication nor the same support as in the defense of Formosa. 
They are different from Formosa. They have always belonged 
to China. But Formosa belonged to Japan and was ceded by 
the Japanese peace treaty. We have as much right to be there 
as anybody, except perhaps the real Formosans. 
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ARE ISLANDS ESSENTIAL ? 


But, of course, the President's judgment must be final. 
He asked for and got from Congress the sole responsibility 
for making this decision. His word is our law, and as Senator 
Lyndon Johnson, the majority leader, has said: “We are not 
going to take the responsibility out of the hands of the consti- 
tutional leader and try to arrogate it to ourselves.’” So the 
ultimate decision must rest with the President, and he will 
have my prayers for his wisdom and his fortitude in making 
this critical decision, if he must and when he must. I only 
hope that the inflammatory voices in his party and his Adminis- 
tration do not unbalance his consideration of these critical 
questions: 

Are the offshore islands essential to the security of the U. S.? 

Are they, indeed, even essential to the defense of Formosa 
—which all Americans have been agreed upon since Presi- 
dent Truman sent the Seventh Fleet there five years ago. Or 
is it, as the Secretary of Defense says, that the loss of Quemoy 
and Matsu would make no significant military difference? 

Can they be defended without resort to nuclear weapons ? 

If not, while I know that we now have the means to inciner- 
ate, to burn up, much of living China, and -_ are we 
prepared to use such weapons to defend islands so tenuously 
related to American security ? 

Finally, are we prepared to shock and alienate not alone 
our traditional allies but most of the major non-Communist 
powers of Asia by going to war over islands, to which the 
United States has no color of claim and which are of question- 
able value to the defense of Formosa? 

Are we, in short, prepared to face the prospect of war in 
the morass of China, possibly global war, standing almost 
alone in a sullen or hostile world? 

These are the questions that must be answered, this time I 
hope with more concern for realities in Asia and for unity 
with our allies than for fantasies in Formosa and for placating 
implacable extremists in America. 

At this late date there may be no wholly satisfactory way 
of resolving the dilemma. But if we learn something from this 
experience, if we realize at last that we have been pursuing a 
dead-end policy in Asia, then perhaps we can turn our present 
difficulties to good account and devise an approach more in 
keeping with realities of Asia and of the hydrogen age. 

And that causes me to say that the division of our coalition 
over these offshore islands, the weakening of the grand alliance 
of free nations pledged to stand together to defend them- 
selves, is in my judgment a greater peril to enduring peace 
than the islands themselves. 

I know some politicians tell us that we don’t need allies. 
Life would certainly be much simpler if that were so, for 
our friends can be highly irritating. But it is not so. We 
need allies because we have only 6 per cent of the world’s 
population. We need them because the overseas air bases 
essential to our own security are on their territory. We need 
allies because they are the source of indispensable strategic 
materials. We need, above all, the normal strength that soli- 
darity of the world community alone can bring to our cause. 
Let us never underestimate the weight of moral opinion. 


UNITED FRONT VITAL 


It can be more penetrating than bullets, more durable than 
steel. It was a great general, Napoleon, who wrote that: “In 
war, moral considerations are three-quarters cf the battle.” 

Should we be plunged into another great war, the mainte- 
nance of our alliances and the respect and the goodwill of the 
uncommitted nations of Asia will be far more important to 
us than the possession of these offshore islands by General 
Chiang Kai-shek ever could be. Moreover, the maintenance 
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of a united front is of vital importance to the defense of 
Formosa itself, since, in addition to the material and military 
support our friends might contribute, their moral support and 
the knowledge by the Communist leaders that they would 
be facing a united free world would be a much more effective 
deterrent to an assaut on Formosa than is our present lonely 
and irresolute position on the offshore islands. 

How then shall we mend the walls of our coalition? And 
how shall we frustrate the supreme aim of the Moscow-Pei- 
ping Axis, which is to drive a wedge between America and 
her allies? And is there any hope of a peaceful solution of 
the off-shore island question ? 

I think so, and Senator George, the Chairman of the For- 
eign Relations Committee, has recently pointed the way. He 
said: “We nations of the free world must understand each 
other and reach a measure of unity before any hopeful ap- 
proach can be made to a re-examination of . . . our Far Eastern 
problera.” 

And Governor Harriman of New York, long familiar with 
the problems of maintaining a coalition, warned us the other 
day that in Asia: “The whole world,” he said, “is a party at 
interest, and that it has been not only illogical but deadly 
dangerous to arrogate to ourselves the sole responsibility for 
decisions which involve the future of many peoples.” 

So I would urge our Government to promptly consult our 
friends, yes, and the uncommitted states, too, and ask them 
all to join with us in an open declaration condemning the 
use of force in the Formosa Strait, and agreeing to stand with 
us in the defense of Formosa against any aggression pending 
some final settlement of its status—by independence, neutral- 
ization, trusteeship, plebiscite, or whatever is wisest. 


RUSSIAN POSITION 


Nor do I see any reason why we should not invite Soviet 
Russia, which is united by treaty with Red China, to declare 
its position, to indicate whether it prefers the possibility of 
ultimate settlement by agreement to an unpredictable, perhaps 
limitless, conflict, started by an arrogant, fool-hardy Com- 
munist China either by design or by miscalculation. 

Fortified by such an international declaration denouncing 
the use of force, with the assurance of such collective support 
for the defense of Formosa, and with the addition thereby of 
moral solidarity to military strength, I should think that Que- 
moy and Matsu would have little further importance to the 
Nationalists, let alone to us. And that they could then be 
relinquished before we stumble any further down the dismal 
road to war that nobody wants. 

Diplomacy prescribes no rigid formula for accomplishing 
our objectives, and another major avenue in the quest for a 
peaceful solution in the Far East remains unexplored: the 
United Nations. I should think that the United States, to- 
gether with friends and allies in Europe and Asia, could sub- 
mit a resolution to the United Nations General Assembly, 
calling upon the Assembly likewise to condemn any effort to 
alter the present status of Formosa by force. And I think we 
could afford to go further and call upon the United Nations 
Assembly to seek a formula for the permanent future of For- 
mosa, consistent with the wishes of its people, with inter- 
national law, and with world security. 

One of the weaknesses of our position is that we have been 
making Formosa policy as we thought best regardless of others. 

We have not made it clear that we are helping to hold 
Formosa, not as an offensive but as a purely defensive meas- 
ure. We have not made it clear because the Administration 
has not been clear itself. But we can’t expect other nations 
to support policies they disagree with, let alone ambiguous and 
dangerous policies. 
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Joint action along the lines I’ve indicated would put For- 
mosa policy on a much broader and a more comprehensive 
basis. In the eyes of the Asian nations, we would thereby 
achieve a consistent and morally unquestionable position in 
providing for the | grog of the Formosans according to 
the principles and the ideals of international law. 


In the eyes of our European friends and allies we would 
once more have asserted our full belief in the value, indeed 
in the indispensability, of maintaining the alliance of the free 
world against the slave world. And in the eyes of our Nation- 
alist friends on Formosa, surely the understanding and the 
support of the bulk of the non-Communist world is a much 
stronger defense of Formosa than these islands can possibly be. 


MEET FORCE WITH FORCE 


But if the Chinese Communists refuse; if they insist on 
force and reject any peaceful solution, then at least it would 
be clear to everyone who the aggressors were. And, clearly, 
if the Chinese are so bent on violence, so intoxicated by their 
success, so indifferent to the grisly realities of modern war, 
then we have no alternative bgt to meet force with force. 
But let us at least meet it with our allies beside us and the 
blame placed squarely where it belongs—not on America’s 
fantasies and inflexibility, but on the unteachable and un- 
quenchable ambition and the indifference to human life of 
China's Communist regime. 

Now to profit from this unhappy experience we might ask 
ourselves how we ever got in this position, how the prestige 
and the honor of the great United States, not to mention the 
peace of the world, could be staked on some little islands 
within the very shadow of the China coast in which we have 
no claim or interest. 

The answer, of course, lies partly in the fact that domestic 
political considerations have influenced our Formosa policy 
lately. Domestic politics should not enter our foreign affairs, 
least of all factional conflict between the two wings of the 
President's party, but they have, and too often our hot and 
cold vacillating behavior has reflected efforts to please both of 
the views that divide our Government and the Republican 
party, especially on Far Eastern policy. 

While I do not belittle some recent achievements in the 
foreign field for the same reasons, too much of our foreign 
policy of late has disclosed a yawning gap between what we 
say and what we do—between our words and deeds. 

For example, you recall that just a year ago as the Com- 
munist pressure rose in Indochina, so did our warlike, menac- 
ing words. The Vice President of the United States even talked 
of sending American soldiers to fight on the mainland of Asia. 
But what happened? Nothing. 

Likewise all the bold, brave talk about “‘liberation’’ to raise 
such vain hopes among the peoples behind the Iron Curtain 
has long since evaporated with the loss of half of Vietnam 
and much of our prestige and influence. 

So also we hear no more of last year’s dire threats of in- 
stantaneous and massive atomic retaliation. Instead, the Presi- 
dent has spoken lately of pinpoint retaliation with tactical 
weapons. I fear, however, that the psychological effect of 
the use of atomic weapons, large or small, will be most 
unfortunate. 

But there has been plenty of massive verbal retaliation, and 
the Administration’s policy of extravagant words has alarmed 
our friends a good deal more than it has deterred the aggres- 
sors. For our allies assumed that the great United States 
meant what it said. 

Now let me be clear. I am not criticizing the Administra- 
tion for abandoning these extravagant positions ; I am criticiz- 
ing it for taking such positions, for making threats which it 
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is not prepared to back up, and thereby undermining faith 
in the United States. 

Theodore Roosevelt said never draw unless you intend to 
shoot and I fear that this wordy warfare has made more 
friends in Asia for China than for us. 

Another example of these winged words, as we have seen, 
was President Eisenhower's dramatic announcement two years 
ago that he was unleashing Chiang Kai-shek, taking the wraps 
off him, presumably for an attack on the mainland to reconquer 
China. 

However, it was apparent to everyone else, if not to us, that 
such an invasion across 100 miles of water by a small, overage, 
underequipped army against perhaps the largest army and the 
largest nation on earth could not possibly succeed without all- 
out support from the United States. 

Since it seemed incredible to sober, thoughtful people that 
the Government of the United States could be bluffing on such 
a matter, the President’s “unleashing” policy has caused wide- 
spread anxiety that we planned to support a major war with 
China which might involve the Soviet Union. Hence we find 
ourselves where we are today—on Quemoy and Matsu—alone. 

What, then, are the lessons to be drawn from the last two 
years ? 

In the first place, I think we should abandon, once and for 
all, the policy of wishful thinking and wishful talking, the 
policy of big words and little deeds. 

I think we must renounce go-it-alone-ism. 

We shall have to face the fact that General Chiang’s army 
cannot invade the mainland unless we are prepared to accept 
enormous burdens and risks—alone. 

The world will respect us for recognizing mistakes and for 
correcting them. But if our present posture in the offshore 
islands, for example, is a wrong one, who will respect us for 
stubbornly persisting in it? 

If we cease to deceive ourselves over the hard realities of 
power in the Formosa situation we shall have taken the first 
step towards our first essential—the restoration of unity of 
purpose and action between ourselves and our allies in the free 
world. But our friends have made it clear that so long as 
fantasy, rigidity and domestic politics seems to stand in the 
way of peaceful Formosa settlement, they will not support us 
if in spite of our endeavors a conflict should break out. 


STATESMANSHIP NECESSARY 


So, finally, let us face the fact that keeping friends these 
days call for more statesmanship than challenging enemies, 
and the cause for world peace transcends any domestic political 
considerations. 

But, preoccupied as we all are these days with the immediate 
problem of these islands, we must try to keep things in per- 
spective somehow and not lose sight of our main objectives. 
For beyond Quemoy and Matsu, and even Formosa, lie the 
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urgent and larger problems of Asia—the growing attraction 
of enormous, reawakened China, the struggle of the under- 
developed countries to improve their condition and keep their 
independence, and the grave misgivings about America. 


If the best hope for today’s world is a kind of atomic 
balance, the decisive battle in the struggle against aggression 
may be fought not on battlefields but in the minds of men, 
and the area of decision may well be out there among the 
uncommitted peoples of Asia and of Africa who look and 
listen and who must, in the main judge us by what we say 
and do. 

It is not only over the defense of the off-shore islands that 
we need a new sense of direction and to mend our fences. Too 
often of late we have turned to the world a face of stern 
military power. Too often the sound they hear from Wash- 
ington is the call to arms, the rattling of the saber. Too often 
our constructive, helpful economic programs have been ob- 
scured, our good done by stealth. Thus have we Americans, 
the most peaceful and generous people on earth, been made to 
appear hard, belligerent, careless of those very qualities of 
humanity which, in fact, we value most. The picture of Amer- 
ica—the kindly generous, deeply pacific people who are really 
America—has been clouded in the world, to the comfort of 
the aggressors and to the dismay of our friends. 


As best we can, let us then correct this distorted impression, 
for we will win no hearts and minds in the new Asia by 
uttering louder threats and brandishing bigger swords. The 
fact is we have not created excess military strength. The fact 
is that compared to freedom’s enemies we have created if 
anything too little; the trouble is that we have tried to cover 
our deficiencies with bold words and have thus obscured our 
peaceful purposes and our ultimate reliance on quiet firmness 
rather than bluster and vacillation, on wisdom rather than 
warnings, on forbearance rather than dictation. 


We will be welcome to the sensitive people of Asia, more 
as engineers and doctors and agricultural experts, coming to 
build, to help, to heal, than as soldiers. Point Four was an 
idea far more stirring, far more powerful, than all of the 
empty slogans about “‘liberation’’ and “retaliation” and 
“unleashing” rolled together. 

So I say, let us present once more the true face of America 
—warm and modest and friendly dedicated to the welfare of 
all mankind, and demanding nothing except a chance for all 
to live and let live, to grow and govern as they wish free from 
interference, free from intimidation, free from fear. 


Let this be the American mission in the hydrogen age. Let 
us stop slandering ourselves and appear before the world once 
more as we really are—as friends, not as masters; as apostles 
of principles, not of power; in humility, not arrogance; as 
champions of peace, not as harbingers of war. For our strength 
lies, not alone in our proving grounds and our stockpiles, but 
in our ideals, our goals, and their universal appeal to all men 
who are struggling to breathe free. 
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New York Stock Exchange just two years ago after 

almost a century as a closely held business, I knew 
that I might loek forward to the pleasure of meeting quite 
a few members of the investment community. But I never 
dreamed that 1 would ever have to face the cold, analytical 
gaze of so many of you all at once. 

Investment bankers are trained experts in analyzing and 
passing judgment on many and varied matters of an economic 
nature. They are masters of the art of writing and sometimes 
reading a prospectus. 

This afternoon I would like to present to you a prospéctus 
of Latin America and submit it to your skilled analysis. 

Latin America is developing more and more interest in 
many parts of the United States. Perhaps some of you were 
in New Orleans earlier this month at the Inter-American In- 
vestment Conference co-sponsored by Time-Life International 
and the City of New Orleans. Mr. Henry Luce and his organ- 
ization and the very progressive businessmen of New Orleans 
did a tremendous job of bringing together almost 1000 serious 
businessmen from both continents of this hemisphere. The 
amount of real interest generated in investment opportunities 
in Latin America was amazing. 

The representation at the conference was of the highest 
quality and the spirit of the groups from both sides of the 
Rio Grande was progressive. Just to give you an idea of the 
type of people attending this conference, I ran into one group 
of businessmen who told me that they had between $25 and 
$30 million to invest and were giving Latin America serious 
consideration. 

[ fully appreciate that the investment banking community 
must look with caution and even sketpticism at any new pro- 
posal, but I will try to present facts and conclusions that will 
interest even the doubting Thomases. 

First, let me take a moment to get into focus the magnitude 
of our economic stake in Latin America, which, since at least 
1897, has been the most important area for United States 
direct private foreign investment. At the end of 1953 such 
investment abroad stood at $16.3 billion, of which $6 billion 
was located in Latin America. 

When people think of United States companies operating in 
Latin America, they usually think first of mining companies 
in Chile and Peru, or oil companies in Venezuela, fruit com- 
panies in Central America, or sugar companies in Cuba. 


Wr our Company's common stock was listed on the 


This picture of Latin America is certainly understandable. 
Traditionally, Latin America has been our leading supplier 
of raw materials and foodstuffs. The importance of this fact 
is clearly brought out when you consider that during World 
War II Latin America supplied 75% of the crude foodstuffs 
and 40% of the raw materials and semi-manufactured goods 
which our country imported. In addition, approximately 30 
of the 77 items on our stockpile list of strategic materials are 
imported from this area. 

However, the Latin American people will not be satisfied 
with a raw material economy, nor with its corollary, a one- 
crop economy. They want to produce goods which will raise 
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their standards of living. More and more of them want better 
homes to live in, better clothes to wear, better food to eat, 
better medicine for their children and families. 

It is this great and powerful drive—it is these aspirations— 
on the part of the Latin American people for a better life 
which gives their countries the very dynamic quality which 
they have today. 

I believe almost every visitor who goes down to Latin Amer- 
ica comes back with a vivid awareness of this drive. 

It was true of Senator Capehart and his mission. 

It was true of Dr. Milton Eisenhower. 

It was true of Vice-President Nixon. 

On the business front—a year ago we took 35 leading U. S. 
financiers on a visit to four Latin American nations. These 
men represented U. S. institutions with total assets of over 
$40 billion. They too came back with exactly the same im- 
pression and some of them have put their thoughts into in- 
vestment action. 

Recently one of these financiers remarked to me that the 
rising Latin American standard of living and the accelerated 
pace of its industrialization—-which he saw on the trip— 
reminded him of looking at a speed-up, fast-motion picture of 
the last 100 years of our own development in North America. 

Of course, a major indicator of an area’s vitality is its birth 
rate. I believe you all know that Latin America’s population 
increase of about 214% a year is greater than that of any 
other major area of the world. In the United States the in- 
crease is only about 114%. It has been estimated that, should 
present rates continue, the population of Latin America may 
be twice that of the United States and Canada together by the 
turn of the century—more than 500 million people. 

The combination of this tremendous demand for self-im- 
provement and an exploding population provides a ready- 
made market. It is this condition that prompted a leading 
U. S. businessman to state the other day that one thing an 
investor in a new business in Latin America did not have to 
worry about was a constantly growing market for his goods. 
The market is there—ready for him and growing continuously. 

Per capita consumption in Latin America increased 26% 
from 1945 to 1953. Ithas been projected to increase by almost 
50% from the present level by the mid-1970s. 

The major markets in Latin America are in the cities and 
the cities are growing almost twice as rapidly as the total 
population. For example, between 1940 and 1950 the popula- 
tion of 23 of the largest cities in Latin America rose 45% 
compared to 25% for the entire area. 

This increasing urbanization coupled with rising living stand- 
ards is leading towards the emergence of a middle class in 
the cities of Latin America. 

There are tourists who come back from Latin America with 
the observation that there is no middle class—that there are 
only the very rich and the very poor. 

Gentlemen, every day this statement becomes less valid. 

Apartment houses and suburban developments, heretofore 
unknown, are now the coming thing in Latin Ametican cities. 
A great market is developing for washing machines, radios, 
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television sets, refrigerators, and dish washers. In addition— 
and this is a very important point to bear in mind—the devel- 
opment of a middle class is bound to produce greater eco- 
nomic and political stability which in turn strengthens the basis 
for investments. 

For instances, when Sears, Roebuck started looking at esti- 
mates of effective buying power in Mexico City, the first of 
seven cities in Mexico in which Sears now has stores, some 
people thought that potential customers would be limited to 
the upper five or ten percent of the city’s population. Actually, 
the customers that Sears has developed now represent a fair 
cross section of at least the upper 50% of the economic groups 
of Mexico City, and the penetration of Sears’ sales throughout 
all income levels can be gauged by the fact that more than 
one-third are made on credit. 

When Sears entered Mexico, it discovered that one of its 
principal problems was to teach many small suppliers the re- 
quirements of doing a real production job. The success of its 
efforts is brought out by the fact that Sears now works with 
over 1300 Mexican suppliers ranging in size from a two-man 
craft shop to a modern factory employing more than 1000 
people. 

Whereas Sears originally estimated that it would import 
about 70% of its merchandise from the United States, it now 
is able to buy in Mexico 80% of what it sells there, most of 
which conforms to U. S. styles and standards. 

Typical of what a great company like Sears has been able to 
do in Latin America is the case of Acros, a Mexican firm. mak- 
ing stoves and hot water heaters. Since coming to Mexico, 
Sears has worked very closely with Acros. As a result of this 
close teamwork, Acros has grown from a 40-man concern to 
an expanded and still expanding firm employing 400 men. 

In Brazil, Cuba, Venezuela, and Colombia, Sears has en- 
countered many of the same conditions, and met them just as 
successfully, as it did in Mexico. I know the same will be 
true of its new store in Lima, Peru, scheduled to open this fall. 

As most of you know, one of the secrets of General Wood's 
amazing marketing success has been his attention to popula- 
tion movements and birth rates and his confidence in Latin 
America is, therefore, most significant. 

I feel, of course, somewhat inhibited in this talk in men- 
tioning our own Company. However, I do feel that, having 
paid tribute to the contributions of Sears in the Latin Amer- 
ican field, I might be permitted to quote briefly on one phase 
of our operations from the National Planning Association’s 
report, published just last fall, on “Casa Grace in Peru”. 

“Casa Grace’s contribution to expanded Peruvian markets 

for textiles has been a long series of “‘firsts” through the 

introduction of new textures, finishes, designs, and colors. 

It was the first in Peru to make bleached and finished cotton 

goods before World War I; pure indigo-dyed denim in 

1927; printed cottons in 1936; mercerized cloth in 1942; 

combed cottons in 1947; spun rayon and other synthetic 

textiles and their printing by the silk screen process in 

1948; and Everglaze ,cottons and its own roller engraving 

plant in early 1954.” 

For those of you interested in an objective analysis of our 
policies, our philosophy, and the growth of our business in 
Peru, all of which are typical of our affairs in other Latin 
American countries, I refer you to this NPA report. 

Our Company is evidence of the fact that the Latin Amer- 
ican market is growing continuously. One example is our own 
paint business. Just before the war, we had only one paint 
plant in operation in South America. Since the war, however, 
we have found the market for quality paint so greatly expanded 
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that today we are in the paint business in an important way in 
Chile, Peru, Colombia, and Argentina. 

The Latin Americans essentially are very much like our- 
selves. Once one man paints his house, his neighbor's wife 
wants her husband to paint his. In business, if one storekeeper 
paints his store and makes it more attractive looking, his com- 
petitor down the street will soon do likewise. 

In Peru, we have had a similiar experience in our paper busi- 
ness. In the late 1930s, we developed what has become known 
as the Grace process for making paper out of bagasse, or waste 
sugar cane fibre. Prior to this, Peru had to import all its paper 
requirements but the starting of a local paper industry, capable 
of making all types of paper from wrapping paper, kraft paper, 
and cardboard to specialty papers, has changed the retailing, 
merchandising, and packaging habits of the country. We de- 
veloped the initial use in the country of corrugated boxes which 
previously had been unknown. We replaced cotton bags with 
multiwall bags in the bagging of cement, sugar, and many 
other products. We made the country paper and package 
conscious with the result that, from an initial capacity of 3,000 
tons, we have expanded the capacity of our paper plant to over 
20,000 tons and before the year is out it will reach 30,000 
tons. 

Getting back to our general topic, an interesting comparison 
showing the dynamic nature of the Latin American scene is 
between the recent growth of Sao Paulo and Chicago—two 
leading industrial and transportation centers. 

Between 1940 and 1953 the population of Sao Paulo in- 
creased 97%. Chicago's population increased 12%. 

In the same period, the number of airplane passengers pass- 
ing through Sao Paulo increased 22 times compared to 11 
times for Chicago. 

Also, the number of telephones in use in Sao Paulo increased 
by 270% compared to 56% in Chicago. 

This amazing growth is not limited to Sao Paulo. 

Telephones in use for Latin America as a whole more than 
doubled from 1940 to 1954 as did automobiles. 

Truck and bus registrations tripled and the number of trac- 
tors on farms rose five times. 

In the postwar period, Latin America’s gross product—mea- 
sured in constant prices—has increased from $27.3 billion 
to $41.6 billion, or by 52%. In this same period, the United 
States’ gross product increased from $263 billion to $307 
billion, also measured in constant prices, or by 17%. Thus, 
it may be seen that Latin America’s productivity in the post- 
war period is growing at a faster rate than that of the United 
States. 

Whereas today Latin America’s gross product amounts to 
a little over $40 billion, by 1975 it is estimated to increase to 
$100 billion—almost 21, times the present level. 

The Paley Report estimates that. the U. S. gross product 
will only double in this same period. 

This progress can be grasped more readily by the follow- 
ing examples: 

U. S. cement production went from 24 million tons in 1939 
to 47 million tons in 1952—an increase of 96%. 

In the same period, cement production in Venezuela in- 
creased from 43,000 tons to 941,000 tons; in Colombia, from 
180,000 tons to 784,000 tons, increases of 2088% and 336%, 
respectively. | 

Crude steel production in the U. S. between 1939 and 1952 
increased from 54 million tons to 95 million tons, or by 76%. 

At the same time, crude steel production in Brazil rose from 
128,000 tons to 1,000,000 tons, or by 681%. 
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Electrical energy production in the U. S. during this same 
period increased from 146 billion kilowatt hours to 464 billion 
hours, or by 218%. 

In Colombia, electrical energy production increased 353% 
‘rom 186 million kilowatt hours to 842 million kilowatt hours. 

I hesitate to talk again about our own Company but it is 
hard for me to discuss Latin America without mentioning our 
own experience. With the end of World War II, we naturally 
were anxious to push the development of our industrial busi- 
nesses in this area. At that time we produced textiles, paper, 
paint, cement, flour, vegetable oil, and other basic items. 

However, it was clear then that the highest rates of return 
were going to be made in the more specialized and complex 
manufacturing operations, just as is the case in the United 
States. 

Thus, if our Company was going to continue its role of 
leadership, we saw that we would have to develop research 
and engineering know-how comparable to that required in 
this country. 

Moreover, in many of our Latin American industries we 
have important local partners. They have looked to us—as 
their North American associates—for continuing contribu- 
tions of highly specialized know-how. 

We decided, therefore, to obtain an important stake in a 
highly technical field in the United States. We chose the 
chemical industry as this field was closet to our own industries 

textiles, paper, paint, sugar, food products-—which, in turn, 
are chemical process industries. 

As a result of this decision, in the last few years we have 
placed $130 million in the U. S. chemical industry and our 
annual research expenditures amount to over $3 million a 
year. 

With the new research and specialized knowledge acquired, 
we have greatly strengthened our position for future progress 
in our Latin American industries. Not only can we now accel- 
erate the development of our already established activities, but 
we are also in a better position to broaden our participa- 
tion in the expanding chemical industry in Latin America. An 
example of this is our new chemical project in Brazil, a 
joint venture with the leading German chemical company, 
Farbwerke Hoechst, which will manufacture DDT, mono- 
chlorobenzene, caustic soda, chlorine, solvents, and textile 
auxiliaries. The total investment of this project is in excess of 
$6 million. 

I bring this out because it has occurred to me that some of 
you may be wondering if there is any inconsistency between 
my enthusiasm for investment in Latin America and the heavy 
investment W. R. Grace & Co. has recently been making in 
the United States chemical industry. 

I think you will see from what I have told you that we 
have the greatest faith in Latin America. Since the end of 
World War II we have invested between $25 and $30 million 
there, including commitments and investments in two coun- 
tries in which we have not previously been identified indus- 
trially. These are Brazil and Argentina, in both of which 
countries we have tremendous faith. 

In addition, we have on the drawing board industrial pro- 
jects in Latin America which will add another $15 to $20 
million to our stake in that area within the next three years. 

Thus we have actually stepped up our pace of investment 
in Latin America while moving into the field of U. S. chemi- 
cals in a manner which we frankly hope will develop into a 
hemispheric chemical operation. 

Although Latin America has made tremendous strides in 
the postwar period, it has a long way to go. 
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The status of Latin America’s development today is roughly 
parallel to that of the United States fifty years ago. 

This country’s expansion was greatly stimulated by Euro- 
pean bankers whose foresightedness and courage supplied a 
large portion of the capital that helped develop the United 
States. 

Frankly, I think that you investment bankers have a tremen- 
dous opportunity to get in on the ground floor of this new 
era of expansion in Latin America and do a real pioneering 
job. When you consider the fact that investment banking as 
we know it here is practically non-existent in Latin America, 
you can see that the door is wide open. 

Of course, in any discussion of foreign investments, the 
question of what rate of return the United States investor can 
expect inevitably arises. There is no pat answer to this ques- 
tion as it depends to large extent upon the type of investment 
and the wisdom with which it is made. 

However, we all know that a U. S. investor is not going to 
place his capital in a foreign country unless he can reasonably 
expect a higher rate of return than that obtainable at home. 
Such a situation is not new. Capital has always sought the 
areas of highest return. This reflects the age-old economic 
law that those countries with a large demand for new capital 
—but a limited supply of their own—offer a higher return 
than countries rich in capital such as the United States today. 

That this condition exists clearly shows up in the price one 
has to pay for commerical bank credit in Latin America. 

Present rates of interest for commercial bank borrowing in 
certain countries are: 


Brazil 


Venezuela 
Mexico 


8Y,- 912% 


Compared to the present prime commercial bank rate of 3% 
in the United States, you can see that credit is from about 
three to four times as expensive in Latin America. 

The businessman in Latin America is able to pay such high 
interest charges on bank borrowings for the simple reason that 
business is much more profitable in Latin America than in 
the United States. High profit margins are the natural out- 
come of a growing demand for goods, reflecting the rising 
standard of living. Only in highly developed industrial na- 
tions, where capital has been accumulated over a considerable 
period of time, and where well organized capital markets exist, 
are profit margins low and still decreasing. 

The fact that several times during the last few years profit 
margins in this country were high, due to the inflated demand 
for goods generated by war scares, has not changed the basic 
long-term trend of a declining return on capital in the United 
States. The average return for all industries on net worth 
has already declined in the United States from 13.4% to 
10.5% between 1950 and 1953, and in Canada from 14% 
to 9.8% in the same period. Preliminary figures which I have 
seen indicate that the rate of return in the United States in 
1954 might drop to below 10%. As you know, many of the 
older and more mature industries have even lower profit mar- 
gins than these averages would indicate. 

These same conditions do not exist in Latin America, as 
many industries there are still in their infancy. Although the 
Western World has the ability to produce increasing amounts 
of goods, keener competitive conditions are developing in the 
world markets. In view of this situation, I expect profit mar- 
gins in the more industrialized countries to shrink still further, 
while profit margins in Latin America should be well main- 
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tained in view of its rapidly expanding markets. Herein gen- 
tlemen, lies the future of investing in Latin America! 

Today in Latin America there are many signs of an improv- 
ing investment climate. Our Government is taking an in- 
creasing interest in the economic well-being of this area—and 
for good practical reasons. 

Just recently, Peru and Costa Rica have joined our coun- 
try’s investment guaranty program. Cuba is negotiating a tax 
treaty with the United States. Brazil and Argentina are easing 
their laws with regard to foreign investment. 

I have enlarged, many of you perhaps will say with undue 
enthusiasm, on the opportunities for investment in Latin Amer- 
ican countries. T am enthusiastic about them, but I am not at 
all unmindful of the arguments against investing in those 
countries. The usual objections which one hears are: 

1. Risk of inconvertibility of currency. 

2. The danger of expropriation of foreign assets. 

3. Disturbed political conditions over which the investor 

has no control. 

Now in the first place, I believe that any prospective in- 
vestor in Latin America should carefully analyze conditions 
in the country or countries in which he proposes to invest. 

In the second place, he should become associated with expert 
managers with experience in that field. 

In the third place, he should consider his investment as a 
permanent one, which he would build up with plowed back 
profits and to which he would apply long-range management 
and development policies, just as he would in the case of a 
domestic enterprise. 

Bearing these precepts in mind, I don’t think he has much 
to fear. There are countries in Latin America which have no 
exchange controls and which are operating under a full and 
free economy. There will be periods, as there are now and 
as there have been in the past, when earnings and reserves in 
some countries cannot be remitted. 

There is no reason to consider that such conditions are per- 
manent, or even more than transitory, and the return on in- 
vestment can and should more than offset the transitory inabil- 
ity to remit earnings. In the meantime the accumulated cur- 
rency earnings can be plowed back into the business. 

With respect to expropriation, I feel that this “bugaboo’’ is 
a ghost that should be laid and all I shall say on the subject 
is this—our firm has been doing business in South America 
for more than 100 years and over all that period we have 
never lost a dollar of our money nor a square foot of our 
land through expropriation. 

With respect to the third objection to Latin American invest- 
ment, that is, disturbed political conditions, it would be foolish 
for me to say that the political history of all the Latin Amer- 
ican countries reflects political stability in any degree compar- 
able with that which we have known in this country. Again, 
however, I must call on the experience of our firm as authority 
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for the statement that changing political conditions in any 
of the Latin American countries—unless they go completely 
Red—can be lived with by unswerving loyalty to a few simple 
principles: 

(a) Stay out of local politics—this doesn’t mean stay par- 
tially out—it means STAY OUT. If you do this, you will be 
able to get along with whatever government is in power. 

(b) Employ as the managers of your business able and out- 
standing nationals wherever this is practical and feasible, and 
keep them out of politics, too. 

(c) Have your management, and particularly the Amer- 
icans in your management, closely identify themselves with 
local community life and become part of the countries in 
which they live. 

You know, during most Latin American revolutions, the 
trafic cop still directs traffic, the postman still delivers mail 
and life goes on pretty much as usual as far as the foreigner 
and the foreign investor is concerned. 

By rigid observation of these principles, our Company's 
experience in Latin America has been highly successful and 
we have been able to grow with the expanding economy of 
this area. 

Since 1940, we have doubled our production of textiles, 
compared to only a 47% increase in textile production in the 
United States. 

We have increased our paper production 81/4, times, com- 
pared to only 1.8 times for the United States. 

Our paint production has increased 1114 times compared to 
only a 64% increase for the U. S. 

In a century of operation, we have built enterprises which 
have brought great benefits not only to our stockholders but, 
we like to believe to the Latin American countries in which 
we operate as well. 

We hope to see many other enterprises created in Latin 
America with local and United States capital working in 
friendly cooperation. The philosophy of this cooperation was 
brilliantly summed up by President Eisenhower in his open- 
ing message to the New Orleans Investment Conference when 
he said: 

“. . . behind all private plans and projects, behind Gov- 

ernment help, behind a New Orleans Conference or a Rio 

Conference, behind the words, the dollars, and the blue- 

prints—there must exist the essential ingredient of faith— 

North American faith in Latin America, and Latin Amer- 

ican faith in North America. 

And if today I had to choose only one thought to leave 

with you, it is the thought of our North American faith 

in the future of Latin America—economically, culturally, 
politically and spiritually.” 

If the Company which I represent stands for anything in 
the field of Latin American investment, it is that word “‘faith”’. 
Our growth has been built on faith in Latin America. 


The Stock Market Functions as an Index 


REFLECTS THE PEOPLES’ CONFIDENCE IN BUSINESS AND GOVERNMENT POLICIES AND WORLD CONDITIONS 


By BERNARD M. BARUCH, Statesman 
Delivered before the Senate Banking and Currency Committee, Washington, D. C., March 23, 1955 


It is an honor to be asked to testify before you. 
Of all the Committees of Congress, yours, I believe, 
is the one before which I have appeared most often. In 
almost every instance it has been to discuss the control of in- 


M: CHARIMAN and gentlemen of the Committee: 


flation and its aftermaths. If this has been the central eco- 
nomic problem of our lifetime, it is mainly because during the 
whole of the last forty years this country has been either 
into a war or coming out of one. 

Your telegram of invitation states that you would appreciate 
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having my views upon “whether present levels of stock prices 
and recent acceleration of stock market prices constituted a 
potential danger to the economy?” 

At the outset, let me emphasize that no one knows whether 
stocks are too high today. 

No one, not even the most experienced trader, economist 
or business man can predict with certainty the course of the 
stock market. Whether stocks rise or fall is determined by 
innumerable forces and elements, by economic conditions, the 
actions of governments, the state of international affairs, the 
emotions of people—even the vagaries of the weather. 

Scientific and technological developments opening whole 
new vistas of enterprise and investment, could prove that large 
sections of the market are underpriced and other sections over- 
priced. An unfavorable turn in the foreign situation could 
send securities tumbling. The assurance of real peace could 
bring unlimited demand throughout the world. 


Largely because of the crash of 1929, the impression has 
built up that the stock market is the cause of booms and busts. 
Actually, it is the thermometer—not the fever. The stock 
market registers the judgments of multitudes of buyers and 
sellers about the many factors which affect business—what 
business is like today, what it will be like in the future. 

This distinction between the thermometer and the fever 
is a crucial one. We face one kind of problem if the ther- 
mometer is not working properly. But outward symptoms 
should not be mistaken for fundamental causes. The ther- 
mometer should not be blamed for reflecting all the uncer- 
tainties of a world which is neither at war nor at peace, or 
of the effects of the actions taken by different business manage- 
ments or of the inflationary policies which have been pursued 
for so long. 

Your inquiry, in other words, must deal with two ques- 
tions—how well is the stock market functioning as an index 
and, more important, what is the actual state of our economy? 

Most of the discussion before your Committee has concen- 
trated upon the stock market itself. There has been much talk 
of “overspeculation.’’ Since the total volume of money and 
credit flowing through the economy has been expanding, 
larger sums are available for investment. But the supply of 
stocks to meet this demand has not increased proportionately. 

Contributing to this condition are a number of structural 
changes in the stock market which have developed in recent 
years. To list a few: 

The expansion of many industries has been financed 
through their own earnings and tax write-offs rather 
than through capital from outside. 

There has been a remarkable growth of investment trusts 
and mutual funds. 

Some institutions, like life insurance companies and sav- 
ings banks, have entered the market as a result of the 
changed laws on their holdings. 

A further stimulus to the demand for stocks has come 
from the growth of tax-free pension funds and tax- 
exempt foundations of various kinds. 

The capital gains tax makes many investors reluctant to 
part with their holdings although, let me add, I do not 
favor any reduction in that tax at this time. 

No one has yet made a thorough study of how the stock 
market has been altered by these and other changes. Such a 
study might well be one of the most constructive results of 
this Committee’s work. Thus far, the net effect of these struc- 
tural changes appears to have been to drive the market = 
wards. But one must ask whether these same factors could 
not serve to aggrevate any serious downward trend, if such a 
trend were to develop? 
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The full implications of every form of tax exemption should 
also be re-examined. With tax rates as steep as they are, 
business decisions are being determined more and more by the 
tax position of a company or individual. This makes tax 
exemption ever more far-ranging in its economic impact. 

However, after these other changes are surveyed, we still 
find that the most important single factor determining the 
behavior of the stock market remains the condition of the 
economy, which, in turn, is dominated by the continuing Cold 
War. 

Two main factors in the economy have caused the general 
rise in the price level of stocks—the dramatic expansion and 
improvement of so many industries, and the cumulative effects 
of the inflationary policies which have been followed over 
the last decade and a half. If any economic danger threatens 
today, it will be found not in the stock market itself but in the 
effects of this inflationary heritage. 

People invest in stocks for two opposite reasons—in hope 
and confidence in the future of an enterprise, or in fear that 
the value of their capital will be lost through inflation. 

The basic reason why stock fluctuations today are so 
puzzling is because both these motivations are so active in our 
economy. 

Many businesses have increased enormously in value during 
recent years. This is evidence of a sound economy. At the 
same time, however, we have not yet ended the rise in the 
national debt even while taxes have been reduced. 

The small saver finds it difficult to protect himself from 
inflation by going into the stock market. He has neither the 
time nor means to study individual companies to be able to 
distinguish between good and bad management. And yet he 
must worry constantly what the savings he sets aside today 
will be worth ten or fifteen years from now. Will they put 
his son or daughter through college? Will they provide a 
real nest-egg against old age or sickness? 

You can eliminate abuses of the stock market through 
regulations. Indeed, that has largely been done by the SEC 
and the Stock Exchanges. But the only real protection the 
small saver—or any group—can have is through the preserva- 
tion of the credit and security of this country. 

No form of regulation that may be proposed can take the 
place of sound government policy covering all the inter- 
related problems of economics, finance and national defense. 

This Committee is aware of the proposals which have been 
offered during the last two decades to halt or reduce needless 
inflation. The burden of our national debt would be hardly 
one-half of what it is now if effective measures to prevent in- 
flation had been taken at the outset of both World War Two 
and the Korean War. Our whole economy would be in a 
healthier state if taxes had not been reduced so hastily after 
each of these two wars. 

I opposed the tax reduction that was voted last year. That 
remains my position today. Both parties should pledge 
themselves to oppose tax reductions as long as the budget is 
unbalanced and our national security is in jeopardy. 

That is also why I am against any reduction of the capital 
gains tax at this time. A revision of this tax would improve 
the functioning of the stock market. But as long as the budget 
is unbalanced, to reduce anyone’s taxes is to shift the burden 
of the Cold War from one group and to impose a heavier 
burden upon other segments of the economy. 

This is not the time for anyone to ask for more at the ex- 
pense of others. Perhaps it is only natural for people to think 
that what is good for them is good for the country. We 
should get away from that and realize that what is good for 
the country is good for all of us. 
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We dare not forget that we are threatened by perhaps the 
most relentless enemy ever recorded, an enemy which talks 
peace while waging ceaseless war. It may be a cold war that 
we face today but it is still a total war—psychological, eco- 
nomic, political, military and moral—all in one. 

Our first consideration must be a defense adequate enough 
to deter aggression, or, if that fails, to win any war thrust 
upon us. Much of our weakness in foreign policy has come 
about because some people believed that the economy could not 
stand what is necessary for defense. 

With this view I am in total disagreement. Our economy 
can stand anything necessary for its defense, provided we are 
willing to discipline ourselves. We may not be able to have 
all the things we would like to have now and still be able to 
prevent war. But we can put first things first and keep them 
there as long as may be needed. 


To sum up, a number of suggestions have been made before 
your Committee as to what should be done about the stock 
market. Some of those suggestions have value, although I 
would caution against attempting to legislate against human 
folly, or against the adventurous spirit which helped make 
America great. You should also weigh most carefully whether 
what has been happening in the stock market is not in larger 
part a response to the effects of inflation which has been 
taking place through the entire economy. 


Hardly a month passes without some report that a city has 
increased its fares, that colleges have raised their tuition 
rates; of the understandable clamorings of policemen, fire- 
men, teachers or other civil servants for pay increases to 
offset the reduction in their purchasing power. Every unit of 
government— city, state and Federal—is struggling to adjust 
these demands. 
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What kind of dollars is one to use to measure the price of 
stocks ? 

If inflation is to persist many stocks may be underpriced 
today. 

In any case, your study of the mechanics of the stock 
market should not lead: anyone to forget that in the main it is 
a mirror of the economy. If our general economic and se- 
curity policies are sound, the stock market will adjust to them 
and we will not need to worry about a possible collapse of 
the market. If we do not preserve our national security and 
our national credit, then nothing can have lasting value. 

Therefore we should: 

1. Determine just what our national security requires, 
both what we must do and what our allies must do— 
and then do it. 

. Forego all tax reductions until our defenses are made 
secure and the budget is balanced. Nothing could in- 
spire more confidence in the soundness of our economy 
than some reduction in the national debt. 

3. Discipline ourselves to whatever is required to win the 
cold. war and a real peace. 

Today in this country we have something that is priceless 
—a stable government and a belief in that government by its 
people. It has been my experience that the American public 
will stand by their government and do what is required if 
they are told what needs to be done and why. 

Given an effective shield of defense, we can build an 
economy which can continue to support the freedoms we 
cherish. By replacing the fear of inflation with the con- 
fidence of stability, we can stand guard as long as may be 
needed, even while preserving for our children and their 
children the opportunity to better themselves through their 
own strivings. 


The Antitrust Division Looks 
at Trade Associations 


THE GOVERNMENT SHOULD SEEK TO PROTECT THE CUSTOMER 
By STANLEY N. BARNES, Assistant Attorney General of the United States, Washington, D. C. 
Delivered before the American Bar Association, Section of Antitrust Law, Washington, D. C., April 1, 1955 


HE chief social values cherished by individuals in 
c¢ modern society,” one learned social scientist tells us, 

are realized through groups. The number is countless 
and the variety of these social groupings is abundant and 
complex. No aspect of the life of the individual,” he con- 
tinues, “is untouched by them. Modern man is literally con- 
ducted from the cradle to the grave by groups, for he is born 
in a family, goes to school in organized classes, goes to church, 
perhaps, plays with boyhood gangs, joins fraternities, works 
for a corporation, belongs to various associations, cultural, 
Civic, fees saerener and social, and is carried off to his immor- 
tal reward by a business enterpriser with the solemnity ap- 
propriate to such ceremonies.’’! 
. Today our subject, of course, is not boyhood gangs, not 
necessarily undertakers, but instead, trade associations. From 
Mr. Lamb you have heard about the constructive role such 
groups may play in our 20th Century Republic, of their 
beneficent hand to smaller units in an industry, and indeed 
of their possible utility in obviating need for mergers, by their 
ability to convey information from one member to another. 
If I were to accept that evaluation as the boundaries of trade 


associations’ activities, there would be little for me to discuss 
—and more important, very little for ine to do, when I go 
back to the office. 

But I cannot rely for my facts upon the speeches George 
Lamb makes so well at meetings like this. My information 
comes in the mail, or through the F.B.I. And so, I feel, 
we might profitably discuss two practical antitrust problems 
facing trade associations, their officers, and their members. 
First, what role may trade group officials properly play in the 
work of Industry Advisory Committees? And second, to 
what extent may individual members be held liable for the 
wrongdoings of their association officers—either acting alone 
or in overt conspiracy with other members? 

When properly conducted, such groups may aid in advising 
Government officials. By convening competitors to discuss 
business problems, however, the Government may spawn 
opportunity for antitrust abuse. So it is that industry advisory 
committees have participated in practices raising questions 
under the antitrust laws. I could easily comb our existing in- 


*Latham. The Group Basis of Politics 1 (1952). 
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vestigative files to give you examples of what I mean, but 
there might be a chance of your “recognizing” such statements 
as applying to your own association. So as my example, a 
1951 study by a House Judiciary Subcommittee revealed more 
than one industry advisory committee had: 

(1) Participated in “informal’ agreements for allocation 
of production, shipments and exports; 

Conducted discussions of matters with antitrust signi- 
ficance through informal meetings, telephone conversa- 
tions and correspondence, as well as through; 
Discussion of committee business, held without benefit 
of official supervision, prior or subsequent to formal 
committee gatherings. 

Such industry advisory committee practices, the Department 
feels, may form an integral part of a scheme for antitrust 
violation. When members of such groups violate the anti- 
trust laws, of course, they risk suit not only by the Govern- 
ment, but also by private parties for treble damages. Accord- 
ingly, industry representatives may be reluctant to participate 
in advisory committees unless possibilities of antitrust viola- 
tion are minimized. And lacking assurance by Government, 
the public may lose the valuable assistance advisory com- 
mittees can render. 

It is our belief that both Government and industry may 
benefit from adoption of a few basic advisory committee 
procedures to protect against antitrust violation. Indeed, the 
Congress in its most recent pronouncement on the subject 
requires that the Atomic Energy Commission, establishing 
advisory boards, issue “regulations setting forth the scope, 
procedure and limitations of the authority of each such board.’ : 

To safeguard against antitrust involvement, the Department 
of Justice has suggested he following standards for operation 
of industry advisory committees. First, there must be either 
statutory authorization or an administrative finding, that such 
groups are necessary to perform prescribed statutory duties. 
Second: the agenda for committee meetings must be admin- 
istered and formulated by Government representatives. Third: 
meetings should be called and chaired by full-time Govern- 
ment officials. Fourth: at such meetings, full and complete 
minutes should be kept. Fifth: any conclusions reached 
should, of course, be purely advisory, with final decisions as 
to action left solely in the hands of Government repre- 
sentatives. 

We cannot, of course, assure that adoption of such rules 
will, in all cases, avoid the danger of antitrust transgression. 
Nonethless, we believe that, without imposing undue hard- 
ship on either the Government or industry members, these 
standards effectively minimize antitrust risk. 

Before turning to relevant court decisions, one recent inci- 
dent highlights issues involving the relation between national 
associations and local members or groups. Some few months 
ago, at a meeting in New York, I chanced to discuss a recent 
conviction involving a trade group. The secretary of a national 
trade association immediately wrote me in violent protest that 
I had failed to point out that it was a “local chapter” of 
the national association, and not the national association itself, 
which had gotten into trouble. He desired to confer with me, 
seeking “‘a better understanding (on my part) of the in- 
dustry's problems.” 

We conferred. I pointed out that this particular industry 
had a relatively bad record. By that I mean eleven actions 
had been instituted in the past fifteen years. While not all 
local groups who had been sued were actually ‘chapters’ 
of the national organization, which he represented, several 
of them were. 

The trade association executive immediately assured me 
that the national group had “no control and very little influ- 
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ence” over the conduct of its local groups. The national 
organization, therefore, was, in his view, entirely exempt from 
any responsibility for the acts of the industry on a regional 
or local basis. 

I asked if any of his local groups had been disciplined after 
conviction (not the mere charge) of violating the antitrust 
laws. Yes—one local group had been required to surrender 
its charter a decade or two ago; but a new charter had been 
issued soon after. No other disciplinary action had been 
taken. I asked why—if the national trade association was 
endeavoring to comply with the antitrust laws—some dis- 
ciplinary action was not taken. 

I was frankly told that if the national association undertook 
any such program it would lose its membership and another 
‘free’ organization would certainly be created to force “his” 
organization out of business. I, of course, couldn’t ask for 
that result. With that, the subject was dropped. 

Time Magazine, in its March 7, 1955 issue, told a story 
of Trade Association troubles in Great Britain. It quoted from 
Lord Beaverbrook’s powerful Sunday Express: 

“Who are the greatest enemies of private enterprise? 
Not the Socialists. Not the Communists. The deadliest 
enemies of private enterprise are the foolish men who 
damage and undermine it from within. The worst harm 
of all is inflicted by the irresponsible recklessness of price 
fixers.” 

I would be less than honest were I not to say that I am 
frequently left with the impression in my dealings with trade 
association executives and attorneys that the Government is 
to be regarded as the opposition or enemy, enforcing anti- 
trust laws which have become unjust or outmoded. Is this 
really the case? 

It is my view that the constructive role trade associations 
play in American industry should be encouraged and further 
developed. Is it too much to ask, however, that as the 
importance of trade associations increases, its leaders, and its 
legal advisors must assume greater responsibilities in steering 
association activities away from the recognized, and away 
from the possible, danger zones of unlawful activity? I realize 
the line of demarcation between permissible and unlawful 
activity is sometimes clouded and uncertain. I fully under- 
stand that courts have not clearly defined the extent to which 
a particular type of activity will or will not be legal under 
the antitrust laws. Judicial decisions have indicated that the 
legality of particular trade association activities is determined 
as much perhaps by the purpose of the activities, as by the 
methods used. Activities which may be legal when conducted 
in a certain manner for a particular purpose may become illegal 
if used for different purposes. For example, when a well- 
managed association embarks on a useful program of member 
and public enlightenment and intelligent handling of the eco- 
nomic irregularities coincident with our competitive system, all 
the vitality and merit of this good work are washed away when 
the actual motive or objective of the program is inconsistent 
with the antitrust laws. 

Recent complaints and judgments seem to indicate that 
the scope of the Department's program of antitrust enforce- 
ment is still not fully understood by certain trade associa- 
tions. This month, the Willard Battery Co., the last 
remaining defendant, signed a consent judgment similar 
to that previously signed by the Association of Amer- 
ican Battery Manufacturers. The Government had charged the 
defendants with restraint of trade and commerce in the sale 
and distribution of used batteries and salvageable lead. The 
Government charged an agreement to channel all used bat- 
teries, and lead salvageable from used batteries, by the use 
of exclusive dealing arrangements from battery merchandisers 
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to “approved” scrap metal companies and smelters only, and 
to particular battery manufacturers only, with its purpose the 
maintenance and fixing of prices and the regulation of pro- 
duction. This defendant “Association” was instrumental in 
effectuating the channelling system. In the R. L. Polk & 
Company case, filed in 1954 (and settled by consent decree 
this last month), an unincorporated trade association, together 
with four corporation defendants, had been charged with a 
conspiracy to allocate territories among themselves and to 
exclude non-association members from competing with them 
in the publication and sale of city directories. 

Another of the Antitrust Division’s most recent suits was 
filed, and settled, by a consent judgment on March 18, 1955. 
It charged a trade association and thirteen manufacturers with 
conspiring to restrain interstate trade and commerce by 
eliminating and minimizing price competition among the 
defendants and increasing the cost of machine-chain products 
through the use of uniform cost and price formulas prepared 
by the Association. 

Beyond industry advisory committees, all of you are con- 
cerned, I know, with the relevance of Association membership 
co a holding of antitrust conspiracy. Accordingly, I call your 
attention to the recent District Court decision in United States 
v. National Association of Leather Glove Manufacturers. 
There all but one defendant had, prior to trial, negotiated con- 
sent settlements. The remaining defendant, Milwauke Glove, 
elected to stand trial. 

The complaint there charged a conspiracy, violating Section 
1 of the Sherman Act, to stabilize glove yer by agreeing 
on “‘terms of sale’ as well as ‘exchange of information con- 


cerning cost, production and sales.’ Milwaukee defended on 
the ground that it had innocently joined the Association; that 
the purpose of the Association was, not to stabilize prices, 


but “the elimination of evils or ills of the industry” (2.e., a 
“good” purpose); that after subscribing to the original agree- 
ment, it committed “no overt act’; and, most important, that 
during five crucial years of conspiracy, Milwaukee had quit 
the Association. 

Rejecting these contentions, the Court held Milwaukee part 
of the illegal combination. Crucial was a 1936 “Fair Trade 
Practices” written agreement setting credit and discount terms 
and signed by Milwaukee. ‘At that time,” the Court noted, 
“the then President of Milwaukee expressed himself strongly 
in favor of the Fair Trade Practices, as adopted and agreed 
upon, and, in substance, urged that they be made effective 
by concerted action.” True, the Court noted, “Milwaukee 
ceased to be a member of the Association’ from 1938 until 
1943. Further, the Court felt it was ‘doubtless correct that 
Milwaukee’s rejoining the Association in 1943 was occa- 
sioned by reason of the number and complexities of war-time 
regulations. It would also appear to be correct that from 
1943 to 1947 the Fair Trade policies of the Association were 
not stressed. due to the sbier’s market which continued 
throughout the war-time period.” Nonetheless the Court held 
that: “Milwaukee's acceptance of the agreement is sufficient 
to establish an unlawful conspiracy. . . . This is especially 
true here when applied to defendant Milwaukee, whose rep- 
resentative urged at the inception of the agreement that same 
be enforced by concerted action.” This factor, coupled with 
the finding that Milwaukee knew ‘‘what had gone before in 
the 1935 to 1938 period” as well as “after 1943” of “the 
continued existence of the Fair Trade Policies, the gathering 
of statistics for uniform accounting purposes, and the use and 
contents of so-called credit reports’ compelled the Court to 
hold Milwaukee part of the illegal scheme. 

The teachings of that case, I feel sure, interest responsbile 
Association leadership. 
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These cases illustrate the care and attention that is essential 
to setting up effective trade association programs within the 
framework of the antitrust laws. The main responsibility is 
on the trade association executives, and their legal advisors, 
to guide their members through the intricate pattern of anti- 
trust prohibitions. I believe responsibility should exist, and 
that responsibility for assuming the calculated risks should 
fall more heavily on those professionally familiar with the 
antitrust laws, who participate in setting up illegal activities 
or programs designed to evade or circumvent antitrust laws. 
Perhaps a sterner penalty should be attached in criminal 
proceedings to those trade association advisors and counsel 
implicated as accomplices to criminal conspiracy convictions 
under the Sherman Act. 

Again I stress the Department's interest and encouragement 
in those trade association activities directed toward LAWFUL 
objectives. Trade associations are NOT singled out by the 
Antitrust Division for peculiar surveillance or scrutiny. Our 
interest in the activities or programs of a particular association 
is almost always initiated by an outside complaint or pub- 
lished article. At the same time, however, when such particu- 
lar activity comes to our attention, the Department should 
not be regarded as entirely naive. In a recent case charging 
collusive bidding, the president of a member company asserted 
to the press that there (quote) were no unethical practices in 
the industry, but there was a certain amount of friendly 
co-operation. (unquote) This “friendly co-operation” later 
turned out to include (a) asking member companies not to 
bid on contracts, and (b) “borrowing’’ bids from members, 
before submission. 

Irresponsible individuals are found in all walks of society 
and business. I firmly believe that self-policing and internal 
regulation is preferable to intervention by the Government. 
Moreover, it should be easier to stop a questionable trend in 
its incipiency, rather than to risk the possibility of a full 
blown antitrust violation. May I throw out for your considera- 
tion one or two possible avenues you may desire to explore. 
I am not advocating them; or even suggesting, but I do sug- 
gest some thinking on the subject. Could not trade associa- 
tions benefit in the long run by having one or two neutral 
members, representing the public interest? Would it be 
going too far to suggest that a representative of the Anti- 
trust Division have the right, unannounced, to sit in on any 
trade association meeting? 

Early this year, a distinguished member of the British 
Parliament, David Ormsby Gore, writing in the Spectator, 
rey some thoughts which I think might well be con- 
sidered by any person interested in trade associations, no 
matter on which side of the Atlantic he resides. 

I desire to quote a portion of the Spectator article on the 
activities in England of trade associations. Says Mr. Gore: 

“First, I think we can agree . . . that ‘on principle it is 
extremely undesirable to encourage any sanction for breach 
of agreement which is not applied through the due processes 
of law.’ At the moment we have growing up a whole judi- 
cial system with its own laws, its own police, its own courts 
and its own scale of punishments, including the virtual 
removal of a man’s means of livelihood. Associations which 
operate such a judicial system explain that they are doing 
nothing illegal, and this is perfectly true; but it does not 
follow that their actions are socially or economically desir- 
able. One can take home a bottle of gin and drink one’s 
self insensible. It is not illegal, but undesirable. 

“I have recently attended one of these private courts, 
and the way in which they are conducted, under the chair- 
manship of a distinguished retired colonial judge, is beyond 
criticism. But can their existence be justified in principle? 
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The defendant in one case was not even a member of the 
association which was trying him. He was charged with 
breaking rules which he did not know about and which he 
did not subscribe to. Nevertheless he was quite legally put 
on a stop-list and subjected to a collective boycott by all 
suppliers in his trade. A law was being administered in 
respect of a man who quite rightly proclaimed that he was 
not subject to that law. It was as if a circus rider was had 
up before the Stewards of the Jockey Club for not keeping 
a straight course. Such a situation is clearly unsatisfactory, 
and if it is decided that some means of enforcing fixed retail 
prices should continue, it must, at least at the appeal stage, 
come within the purview of the established courts of law. 

“Secondly, I submit that a policy which undoubtedly 
had support from both sides in industry between the wars, 
and which apparently had a beneficial effect for all con- 
cerned under the economic circumstances of the time, is 
not necessarily a policy which should be continued a genera- 
tion later under quite different economic circumstances. 
In a period of over-production, or under-consumption as I 
prefer to call it, the price-cutter can become a menace to 
orderly selling and distribution, and many restrictive 
practices grew up too meet such a situation. But can they 
be defended at the present time when there are more vacant 
jobs than there are men to fill them and when our constant 
companion is inflation in a more or less flourishing con- 
dition, and no longer deflation, as between the wars? Not 
wishing to be too dogmatic I would answer that. under 
present conditions we might at least expect to find restric- 
tive practices declining, whereas there is evidence to indi- 
cate that they are increasing. 
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“Finally, there are those activities which migh reasonably 
be described as monopoly | wre some of which have 
already been investigated and condemned by the Monopolies 
Commission. They include price-fixing between manufac- 
turers, supported by a whole battery of weapons and 
restrictions designed to kill competition—weapons such 
as the fighting companies . . . which were to sell below 
the cost of production if necessary in order to knock out 
independent competitors; and restrictions . . . of so extreme 
a nature that they have already been declared to be against 
the public interest. In these cases there is no good reason 
why the Government should not act immediately to bring 
such harmful practices to an end. 


“In this connection it is interesting to note that the tire 
manufacturers have stated that although all standard grades 
of popular tires sell at the same price, there is in fact 
no price-fixing agreement between them. Their protesta- 
tions would surely carry more weight with the public if 
they had not all raised their prices by 7/2 per cent on the 
very same day recently. If there really was no collusion over 
this price change, it constitutes a most remarkable example 
of thought transference between manufacturers, and I sug- 
gest that it be submitted not to the Monopolies Commis- 
sion but to the Society for Physical Research. 


“No one who looks into this whole subject can fail to 
be impressed by the truly remarkable proliferation of 
organizations to protect the manufacturers, to protect the 
wholesaler, and protect the retailer. It is surely no more 
than reasonable that the Government should seek to protect 


the customer.” 


The Top Communist Weapon 


THE SPOKEN WORD 


By ROBERT T. OLIVER, Ph.D., LL.D., Head, Department of Speech, The Pennsylvania State University; 
Author cf Syngman Rhee: The Man Behind the Myth 
Delivered before the General Session of the Speech Association of the Eastern States, New York, N. Y., April 2, 1955 


carried a striking story of two Americans, a man and a 

woman, who had been released by the Chinese Commu- 
nists after three and a half years of imprisonment, and re- 
tured home insisting that they had deserved their imprison- 
ment (on charges of spying), that they had been well treated, 
and that the Communist system is so much superior to free 
enterprise that it will inevitably be adopted around the world. 


I 


During that same week there appeared on the newstands an 
issue of Look containing an article, “Inside Red China,” by 
Wiliam Stevenson, in which the author relates how he was 
escorted through Comniunist China with glowing assurances 
that everything was wonderful in the ‘workers’ Paradise.” 
After enjoying the opera in Shanghai he went backstage to 
congratulate the singer-actors, and then, suddenly, “saw the 
naked reality behind the Bamboo Curtain.” There on a prom- 
inent blackboard was written an abject “confession” of error 
by one of the actors. As Stevenson wrote, “He had uttered 
some criticism of the government. The Communist cell in the 
theater called a discussion meeting. His fellow thespians re- 
cited his weaknesses and sins. Now it was all there on the 
blackboard retold by the miserable wretch himself.” 


st HE Sunday New York Times for February 26, 1955, 


One striking introduction to the “discussion techniques’’ of 
the Communists is found in a war-book, The Jungle is Neutral 
(1953), in which the author, an Englishman named F. Chap- 
man, described his two years of guerrilla activity behind the 
Japanese lines in the Malayan jungles, during World War II. 
The life was one of incredible hardship—his only comrades a 
group of Communist Chinese. Most of the story consists of a 
recital of hunger, suffering, and danger. But even in the midst 
of their travail, scarcely a day was allowed to pass without two 
or three hours of a lecture-discussion on the Marxian doctrines 
of history and their strict application to the current conflict. 
As a highly educated Englishman, Chapman confessed himself 
amazed at the thoroughness of the indoctrination program 
that never ceased, even amidst the torrential rains of the 
malarial swamplands. 

My own major experience with the effects of the discussion 
meetings held by the Communists came in Korea, where I 
interviewed scores of north Korean refugees who had fled into 
south Korea. They all related stories of enforced attendance 
at weekly discussions and exhibited much the same general 
reaction: to wit, what they were told (and forced to repeat) 
about the glories of Communism they did not accept—for 
their daily experience proved it to be lies; but what they were 
told about the hatefulness of American imperialism they did 
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not seriously question—for ‘evidence’ was insistently and re- 
peatedly presented to them in convincing detail, and never 
did they have any opportunity to encounter any kind of 
refutation. 

These with whom I talked (a small sampling of the four 
million Korean refugees from the north) were the tough- 
minded, for they had proved their sturdy individualism by 
leaving their own homes and families to flee into an area of 
freedom. Yet even these had suffered deeply inflicted mental 
wounds and twisted thinking, all the more insidious because 
it had been imposed upon them from within their own mis- 
directed brains. 

Gradually it has become apparent that the weapons of Com- 
munism are not alone guns and bombs, nor torture and slavery, 
but even worse: tortured ideas and a lethal misuse of facts. 


II 


We are so accustomed to thinking of public speaking, dis- 
cussion and debate as essential instruments of democracy that 
it may shock many people to learn they also are shrewdly 
utilized as indispensable weapons of Communist tyranny. In- 
credible though it may seem, the Communists have taken over 
our Own most typical methodology of free government and 
have twisted and distorted it to fit their own totalitarian 
purposes. 

Just as our earliest New England forebears developed the 
town meeting as the fundamental creative source of self-govern- 
ment, so have the Communists poisoned the wellsprings of 
discussion to convert its life-giving powers into an evil, par- 
alytic brew. This deceptive, death-dealing imitation of free 
speech is lavishly ladled out by them to two separate categories 
of victims: to peoples outside the Iron Curtain whose tradi- 
tions of liberalism hold open their own council halls to its 
disruptive influences; and to the billion captives inside the 
Communist Empire who are mesmerized through pretended 
free discussion into accepting the orders of the hierarchy as 
their own unfettered beliefs. 

We who are engaged in a decisive cold war struggle to 
maintain democratic civilization need to understand clearly 
these two purposes for which the Communists make extensive 
use of their own distorted version of group discussion: to 
destroy our society and to strengthen theirs. 

Of all the propaganda agencies of the Reds, more influential 
and more depended upon by their rulers than the radio, the 
movies, or the printed word is a tremendous army of trained 
and disciplined, public speakers. They are in full agreement 
with Adolf Hitler, who declared in Mein Kamf that, “We 
relied chiefly upon the spoken word .. . the sole force 
capable of producing really great revolutions of. sentiment, 
for reasons which are psychological.” 

The chief psychological superiority of speech is the im- 
mediacy of its two-way communication. Speaker and audience 
confront one another. The earnestness, conversational direct- 
ness, and apparent sincerity of the speaker lends credibility to 
his words. The doubts and perplexities of the listeners are 
open to the perception of the speaker, who can proceed in- 
stantly to answer their questions. No more effective mode of 
influence has ever been found. To make effective use of it 
requires a tremendous apparatus of organization, but the Com- 
munists have not hesitated to devote the necessary effort to 
this crucial weapon in their arsenal of psychological warfare. 
From the very early days of its first. great success in conquer- 
ing Russia, the Communist International has recognized and 
implemented the revolutionary values of controlled public 
discussion. 
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The Second World Congress of the Communist Interna- 
tional, assembled in Moscow, July 17 to August 7, 1920, 
adopted a set of theses which clearly spelled out both the 
repudiation of free speech and the determination to make use 
of its distorted forms. 

Among the resolutions adopted were the following: “Com- 
munism repudiates parliamentarianism as the form of the 
future; . . . it repudiates the possibility of winning over 
parliaments; its aim is to destroy parliamentarianism.”’ Then 
comes the vital principle. Party members are commanded to 
seek membership in free organizations within the non-Com- 
munist nations ‘in order to direct the masses to blow up the 
whole bourgeois machinery and the parliament itself from 
within . . . This work within the parliaments . . . consists 
chiefly in making revolutionary propaganda from the parlia- 
mentary platform.” 

As though foreseeing clearly—away back in 1920—the role 
of Communist members in various national legislatures and 
in the United Nations, those who succeed in infiltrating dem- 
ocratic organizations are assigned as their duties: ‘The regular 
proposing of demonstrative measures, not for the purpose of 
having them passed by the bourgeois majority, but for the 
purposes of propaganda, agitation, and organization . . . 
Each Communist representative must remember he is not a 
‘legislator,’ who is bound to seek agreements with the other 
legislators, but an agitator of the party, detailed into the 
enemy's camp in order to carry out the orders of the party 
there.” 

This avowed declaration of the role of the Communist 
whose function it is to serve abroad makes clear why some 
nations have outlawed the Communist Party, to keep its mem- 
bers out of their legislatures, and why labor unions and other 
free organizations must exercise constant care to exclude Com- 
munist members. It explains, too, the reasons for such difficul- 
ties as ate experienced by the legislatures of France, Italy, 
Japan and other nations that do admit Communists inte their 
electoral machinery. 

Emphasizing the revolutionary effectiveness of controlled 
speech that is misrepresented as being free, the resolutions 
adopted by the Second Congress of the Communist Interna- 
tional continues: “The rank-and-file Communist worker must 
not shrink from speaking in the bourgeois parliaments, and 
not give way to the so-called experienced parliamentarians, 
even if such workmen are novices in parliamentary methods. 
In case of need the workmen representatives may read their 
speeches from notes, in order that the speech might be printed 
afterwards in the papers or in leaflet form.” 


III 


So much for the role of speech in the Soviet arsenal of 
Cold War, as directed against the free world. Now, what 
is the function of speech in the maintenance of solidarity in- 
side the Communist Empire itself ? 

Behind the Iron Curtain speech is not free—but it is 
definitely frequent. Discussion meetings, public speeches, and 
lecture forums are all conducted far more regularly and sys- 
tematically in Russia and its satellites than in even the United 
States, to say nothing of the rest of the free world. One of 
the great lessons the democracies must learn is that the Red 
imperialists have paid us the back-handed compliment of 
adapting our own specialty of public discussion—and have 
developed it in ways and to a ja that converts it into a 
diabolically effective instrument of totalitarianism. 

From the misuse of speech by the Communists, we may be 
reminded of its basic values to democracy when it is used 
properly. Since uncertainties and insecurity are commonplace 
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nowadays in our own free society, it is urgent for us to recall 
hat all through history peoples have best had their own tradi- 
tions vitalized and made meaningful by public discussion. We 
can profitably expand our own use of discussion and inspira- 
tional public speaking. More pressingly, however, an analysis 
of the uses of public speaking behind the Iron Curtain will 
help us to understand the real nature of the most dangerous 
adversary free societies have ever encountered in all history. 

Very accurately we think of communist countries as dom- 
inated by fear of the secret police. With slave labor camps in 
the background and machine guns strategically located, the 
billion captive human beings behind the Iron Curtain are 
forced to work and fight for the benefit of the small gang of 
exploiters at the top of their tight dictatorial hierarchy. There 
is abundant evidence that these terroristic factors are all pres- 
ent and that they have a gruesome effectiveness. 

But we also know that by themselves they never could suffice 
to keep so many people deprived of their fundamental human 
rights. Operating side by side with the oppressive police 
power is the equally vicious influence of pervasive propaganda 
—a force of unrelenting persuasion whose function it is to 
make the victims like (or at least passively accept) their 
destined fate. 

Much as we might like to believe otherwise, we know that 
the Reds do by some means maintain a genuine degree of 
loyalty among their captive victims. Many Red soldiers in 
Korea and IndoChina seized their first opportunity to sur- 
render; but the bulk of them unfortunately fought hard, as 
though they believed in the cause for which they were fighting. 

The very existence of the slave labor camps and the secret 
police testify to the hatred which many victims of Communism 
bear toward their totalitarian masters. But we have to realize 
that unless the great majority of the conquered peoples have 
become passively acquiescent in their harsh lot, there would 
be a complete breakdown of factory production and all sem- 
blance of order. We know that the Iron Curtain provides a 
screen behind which a massive propaganda machine fabricates 
for the captive people a false picture of the world in which 
they live. What is unknown to many is the significant role 
played in this propaganda by the spoken word. 


IV 

Speech is mis-used within the Soviet orbit in many ways to 
achieve many purposes. 

Oae method is an adaptation of the ‘‘confessional” prayer 
meetings maintained a generation ago in many of our own 
rural churches—in which members freely rose to “confess 
their sins” and to ask the understanding aid of their neighbors 
in achieving a better mode of living. Today, all through the 
Communist world, such meetings are my ere weekly. In a 
bleak world offering little opportunity for self-dramatization 
or self-expression, oppressed farmers and laborers enjoy getting 
to their feet in weekly “self-purgation” meetings to confess 
their own dangerous thoughts and to plead for help in attain- 
ing more faithful adherence to the party line. 

As many Americans and other foreigners who have been 
detained for months or years behind the Iron Curtain have 
testified, a somewhat similar methodology was used in an effort 
to distort their thinking. Repeatedly they were taken to public 
meetings, where they listened to Communist charges of germ 
warfare and other denunciations of “decadent capitalism.” 
Then they were required to express their own reactions, mean- 
while being besieged on all sides by objections and questions, 
often presented in a pseudo-friendly fashion. The aim was 
less to force changes of opinion upon them by command than 


to distort their own thinking to the extent that they would 
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finally come at least partly to accept the seeming “‘reasonable- 
ness” of the Communist line. This is the method, which we 
have come to call “‘brain-washing,” which was used system- 
atically with the Japanese prisoners from World War II, some 
of whom were finally released by the Russians after they be- 
lieved a sufficient degree of success had been achieved. 

A similar method is utilized in the colleges, high schools, 
and adult education centers of the Communist nations. The 
students have their resistence lowered by prolonged weariness 
and deprivation of food and water, while they are required to 
listen attentively to harangues that last from four to seven 
hours. They are wearied further by the necessity of taking 
copious notes. For afterwards they are forced to participate in 
detailed group discussions, in which their chief function is to 
repeat in detail, with added illustrations of their own devis- 
ing, the precise points made in the lecture. Edward Hunter, 
in his illuminating book, Brain-W ashing in Red China, quotes 
a description by a Chinese student of one such session: 

“When the lecture was over, we checked up on each other’s 
notes to see if we had missed any points. We were supposed 
to read them over three times and be sure that we had grasped 
the theme of the lecture. We were supposed to ask ourselves 
what the speaker wanted us to extract from his mind. When 
we had any doubts about his ideas, or when there seemed to 
be some contradictions, we were supposed to raise those ques- 
tions in our group discussions. This was one of the main pur- 
poses of the discussions. Heated arguments often ensued over 
the exact meaning of some particular phrase.” 

Endlessly, in village after village, in school after school, in 
the Communist countries, this is the pattern of their ‘‘educa- 
tion.” Superficially, it resembles our own lecture-discussion 
method. But the differences are essential. The lecturers do 
not objectively present various possible explanations of phe- 
nomena, but outline rigid Marian dogma concerning them. 

The students do not read in a variety of conflicting sources 
to sharpen their own critical faculties, but sit for endless hours 
concentrating on the single task of getting down exactly what 
they are told to believe. Their “heated arguments” do not 
revolve around disagreements on points of view, but merely 
on interpretations of the precise meaning of what they have 
been told. The sole acceptable aim of the discussion is to 
insure that each participant emerges from it soundly indoc- 
trinated with the doctrinaire views of the speaker. 


Vv 

Naturally, with such a system a vital consideration is the 
recruitment, training, and direction of the speakers (or 
agitators, as the Communists frankly call them) who address 
not only student groups in school but also workers attending 
indoctrination lectures at factories, and villagers sitting through 
required meetings several nights a week after their labor on 
their farms. The system for controlling and utilizing agitators 
is elaborately developed everywhere behind the Iron Curtain. 

As Alex Inkeles points out in his Harvard University Press 
volume, Public Opinion in Soviet Russia, “Bolshevik thought 
and practice continue to place the heaviest emphasis on daily 
face-to-face contact between the masses and representatives of 
the party.” This “personal oral agitation’ is elaborately 
structured. 

In February, 1946, within the Soviet Union itself there were 
enrolled a three million such agitators, which 
means one for each 100 of the population—or one for every 
65 persons fifteen years of age or older. In addition, larger 
numbers are recruited for special occassions, such as election 
campaigns. 

In the Ukranian Republic, in 1949, there were enrolled 
764,000 such agitators, or one for every fifty persons. Moscow, 
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with a population of five million, had 160,000 agitators in 
1946, which made one for every thirty residents. 

This is one of the principal means by which the party 
obeys the charge of Lenin and Stalin to “stay close to the 
masses.’” Agitators are assigned special groups or areas, with 
which they are in daily intimate contact, so that they can 
deliver the party messages with shrewd insight into the experi- 
ences and problems of the group. Each lecture is thereby 
rendered “‘audience-centered” in its content. Furthermore, 
every speech is followed by a question-discussion period, to 
insure that the speaker’s point is clearly understood and that 
any doubts or objections are immediately met and overcome. 

But while the speaker is close to his audience on the one 
hand, a fortnightly Agitator’s Handbook is provided to keep 
him closely informed of the precise ‘party line’’ formulated 
in A mp which he is expected to expound. In addi- 
tion to facts and party policy announcements, this guide con- 
tains advice on how to answer typical objections and how to 
interpret policy reversals that appear to be inconsistent with 
previous pronouncements. 

The Agitator’s Handbook has the largest circulation of any 
periodical within the Soviet Union. Between 1925 and 1939 
its circulation multiplied eighteen times and in the next fout 
years (when Russia, like the free world, was confronted by 
the menace of Hitlerism) its circulation again multiplied six- 
fold. In 1939 its circulation was 650,000. Together with its 
translations into nine non-Russian languages, to insure its 
effectiveness all over the Soviet Union, it had in 1947 a cir- 
culation of 800,000. 

The agitators themselves are selected from volunteers, who 
have been cleared for loyalty and ability py their local Party 
Committees. After recruitment the speakers are sent to speech 
seminars known as Agit-Kollectivs, which were first estab- 
lished in 1923. Im 1938 a set of ‘Model Rules for Agit-Kol- 
lectivs” was adopted. They comprise a highly selective set of 
thetorical principles, fully as pragmatic as Aristotle’s De 
Rhetorica, ~ much more prescriptive. Speakers, of course, 
are not permitted to develop any basic ideas of their own, 
but are encouraged to devise examples and references to ex- 
perience that will fit the habits of thought of the particular 
audience which they know so intimately. 

After initial training the agitators are required to keep on 
meeting in the Agit-Kollectivs every ten days, to learn precise 
methods of presentation of particular pronouncements and to 
secure guidance on how to counter the types of objections 
and queries which they may encounter. Subjects discussed in 
these meetings include current events, aspects of party policy, 
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forthcoming campaigns, problems arising in loca! communties 
from recent governmental regulations, and the particular tasks 
or quotas assigned to the local workers. Each agitator reports 
on reactions from his own audience. Advice on how to answer 
questions is secured from the best agitators and from the direc- 
tor of the Agit-Kollectiv. 

VI 


Several conclusions emerge from this brief review of the 
use of face-to-face speaking behind the Iron Curtain: 

1. Speech techniques of an unusually intimate nature are 
utilized systematically to insure that every member of the 
Communist community feels he has a definite answer to 
his own personal questions—always, of course, within 
the strait-jacket of the party line. Quoting Inkeles, 
every agitator is told: ‘Do not hide from a puzzling, 
trenchant, or even hostile question, but, on the contrary, 
give an answer that is straightforward and full of the 
stuff of the Party spirit.” 

2. Such techniques suggest there is probably a higher degree 
of unity and acquiescence behind the Iron Curtain than 
we often-times like to believe. Revolution from within 
is rendered unlikely not only by police power but also 
by this individualized program of speech propaganda. 

3. The values of speech as a medium for creating and 
maintaining social solidarity are being exploited by the 
Communists in a distorted fashion suited to their own 
totalitarian pattern. 

4. The values of speech as a medium for achieving dem- 
ocratic unity-—the utmost of individual flexibility within 
a context of general agreement—can doubtless be much 
better used in the free world than it is today. All through 
the free world, where troubled and insecure peoples are 
trying to determine whether democracy can best solve 
the problems that beset them, discussion techniques 
should be widely used—and in most places they are not. 
Why should we who live in freedom leave so largely to 
the totalitarians the fullscale utilization of one of the 
oldest and best instruments of government? 

For what is happening behind the Iron Curtain we should 
be seriously concerned. For what is not happening in the 
free world, we should be even more deeply concerned. The 
tragic fact is that Communism is advancing not alone through 
force of arms and extension of territory, but also by poison- 
ing the living waters of democratic methodology and by ad- 
ministering this poisoned potion to undermine the individ- 
ualist independence of peoples both inside and outside of the 
Empire of the Hammer and Sickle. 


The Heritage and Purposes of Higher Education 


| ADVANCED COMMONALITY 
By W. H. COWLEY, David Jacks Professor of Higher Education, Stanford University, Stanford California 
Delivered before the Western College Association, Los Angeles, California, March 25, 1955 


London published an article by Sir John Lubbock 

which immediately stirred up a considerable flurry in 
England and had prodigious reverberations in the United 
States: he listed what he called “the best 100 books.” When 
John Ruskin declared the list full of “rubbish and poison,” 
a score of well-known Englishmen joined in the controversy 
including the Lord Chief Justice, the poets William Morris 
and Charles Swinburne, the novelist Wilkie Collins, a num- 
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ber of leading clergymen, and Professors James Bryce and 
Max Miller of Oxford. 

A dozen years later an American publishing house decided 
that something could be done commercially with the idea of 
best books and published in 60 volumes The World’s Great 
Classics. It got Timothy Dwight, the just-retiring President 
of Yale, to head the editorial committee. Then a decade later 
appeared the Harvard Classics edited by President Emeritus 
Charles W. Eliot of Harvard. Both enterprises made a great 
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deal of money for their promoters and editors. Almost 300,000 
sets of the Harvard Classics, for example, were sold during 
the 17 years between their appearance and Mr. Eliot's death. 

Professor John Erskine of Columbia brought the idea of 
great books into the academic world in 1919, and from there 
it spread to the University of Chicago and to St. John’s Col- 
lege, Annapolis. Not proving to be the curricular panacea 
that Mr. Hutchins thought it, the idea has now returned, by 
means of the Great Bocks Foundation, to its original habitat, 
namely, adult education: Lubbock had made his list for an 
adult education group in London. 

Probably some here today belong to reading circles of the 
Great Books Foundation and thereby extend and deepen their 
awareness of the heritage of which we are all both debtors 
and trustees. Perhaps others have not joined such circles, how- 
ever, for the reason that Darwin gave to Lubbock when he 
asked him what he considered to be the world’s greatest books. 
Darwin replied that because every subject is the center of the 
universe and leads into every other, one should read widely 
and deeply in the subject in which he is most interested. 

Since my undergraduate days I have been interested in the 
problems of colleges and universities, and so I have been try- 
ing to read the great writings—books, addresses, articles, docu- 
ments—concerned with higher education. They range from 
Isocrates’ address “Against the Sophists’” with which he in- 
augurated his famous school in Athens several years before 
Plato founded the Academy to such current books as General 
Education in a Free Society written by a committee of Harvard 
professors in 1947. Herbert Spencer observed that education 
is “the subject which involves all other subjects,” and I have 
found that reading the great writings of education leads into 
most other great writings. 

The Program Committee has askekd me to speak about the 
heritage of higher education because presumably it thinks 
heritage important. I hope it hasn’t misinterpreted the in- 
terests of the Association. When I began teaching at Stan- 
ford a decade ago, I opened my introductory course with a 
15-item identification test, each item being the name of an 
individual who has potently influenced the present practises 
of American colleges and universities. I have long since 
abandoned the test, however, because it got me off to a bad 
start. I discovered that my students—all of them enough in- 
terested in higher education to elect the course—had little 
knowledge of higher educational history, and moreover, con- 
siderable antagonism toward learning any. I found that I had 
to woo them more patiently. In any case, here are the names 
on that ill-fated identification test: 


James Burrill Angell James McCosh 

F. A. P. Barnard Eliphalet Nott 

Timothy Dwight the Elder Noah Porter 

Charles W. Eliot Henry Philip Tappan 

Daniel Coit Gilman George Ticknor 

William Rainey Harper Jonathan Baldwin Turner 

Mark Hopkins Francis Wayland 
Andrew Dickson White 


Most students did not recognize more than two or three of 
these names, and at the end of the test the class always bom- 
barded me with such angry questions as “Who cares?” and 
“So what?” I responded by quoting Walter Lippmann’s 
eloquent plea for a better understanding of our national herit- 
age. He wrote it during the second world war when he and 
others despaired of our future because our ignorance of history 
led to serious mistakes in foreign policy. It reads: 

When shall we recognize the truth of our situation? Only 

when we see ourselves and the events of our day as one 


VITAL SPEECHES OF THE DAY 


act in a drama which began long before we were born and 
will not be played out until long after we are dead. We 
shall never manage the present, or make any sense of it, 
unless we have explained our past well enough to imagine 
our future. 


I am not, may I observe, an historian and am not, despite 
rumors I keep hearing, engaged in writing a history of higher 
education. I am concerned with problems of the here and 
now and use history as one of the dozen or so tools that the 
systematic student of social institutions needs. Long ago I 
learned that coping adequately with the present requires an 
understanding of the historic continuum. This | visualize as 
a graph whereon the present constitutes but a fleeting point 
in time emerging from the long and direction-pointing past 
into the ever-arriving future. All previous history has made 
its markings on the graph, and we add ours to the continuum 
that the past forces upon us and from which we can deviate 
only when we have enough power to counteract its inertia. To 
determine what markings we are able to make requires, first, 
that we understand the directions and the momentum of the 
graph we inherit and, second, that we assess the forces at our 
disposal to swerve it. 


II 


Let me illustrate the significance of the historical continuum 
by turning to the second topic assigned me by the Program 
Committee, namely, the purposes of higher education. First, 
however, the terms higher education and purposes need defin- 
ing as I shall be employing them. Higher education, may ] 
point out, is an abstraction. In using it people mean a half 
dozen different things, but in this paper I shall chiefly mean 
the institutions—colleges and universities—performing the 
educational function above the level of secondary schools. 
Note well the word function in the last sentence because, 
although related, a function and a purpose differ. To illus- 
trate: walking is a function of normal human beings; but 
unless one walks just for the exercise, or in a parade, walking 
is mot a purpose. Rather one’s purpose is to arrive at some 
desired destination. 


Colleges and universities perform a dozen or so functions 
for society including educating students, investigating the 
nature of the world and of man, conserving the heritage of 
the race in libraries and museums, screening out those unfit 
for the more difficult occupations, criticizing society and its 
practises, acclaiming worthy individuals by means of honorary 
degrees, providing havens for creative individuals. Behind 
each of these functions is a purpose or a complex of purposes. 
Many professors love to teach, but their essential purpose in 
teaching is not just to perform the teaching function but, 
rather, to communicate facts, concepts, and enthusiasms about 
some particular subject. Similarly, many professors engage in 
research, but they conduct their investigations not just to be 
doing research but because they seek answers to problems 
which they consider important or, perhaps, to win raises in 
rank and salary. 

So much for the distinction between functions and purposes. 
The history of the evolving functions of colleges and univer- 
sities abounds with drama, but perforce I concentrate upon the 
history of the purposes behind . just one of these functions, 
namely, the educational function. One further clarification of 
terms, however, must be made, to wit, the identification of 
three stages in what might be called the purposive-act circuit: 
first, the subjective intention to do something, second, the 
projective actions resulting from the subjective intention, and 
third, the objective toward which one acts. 
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In healthy functioning these three stages in the purposive- 
act circuit intermesh in completed acts. Most individual and 
social institutions, however, have a number of subjective pur- 
poses which never get into the third or objective stage and 
which in the second or projective stage go no further than 
talk or writing. John Dewey branded these sentimental pur- 
poses and their owners sentimentalists, and William James 
illustrated them with the story of the Russian woman who 
talked much about the need of improving the condition of 
the working classes but who let the driver of her droshky 
freeze waiting for her while she attended the opera. 

The literature of higher education slops over with effusions 
about sentimental purposes. Consider, for example, the con- 
stantly repeated statement that the purpose of a college educa- 
tion is to teach students to think. “Asn rd — such dec- 
larations, but it’s one of those exuberant clichés designating 
a subjective purpose so vaguely defined that it leads to in- 
adequate projective action and hence to shabby objective 
results. 

This short-circuiting wasn’t always so as a study of the 
historic continuum makes clear, but instead of tracing the 
history of the purpose of teaching students to think, let me 
review another on which I've done more work: the purpose 
of promoting “‘the liberal arts.’’ The statement that colleges 
exist to teach the liberal arts, I shall try to show, is vagueness 
incarnate and therefore inevitably produces faltering projec- 
tive purposes, jumbled and insufficient objective purposes and, 
further, frustrating confusion. 


Ill 


The term “the liberal arts,” of course, goes back to the 
Romans and has antecedents in Plato and Aristotle. Begin- 
ning with Capella in the fifth century they got limited to the 
famous Seven, a number which, incidentally, neither the Greeks 
nor the Romans ever associated with them. The much vaunted 
Seven Liberal Arts constituted the curriculum of the medieval 
schools: but they were such poverty-stricken studies that the 
medievel university couldn't develop until they had been super- 
seded by the Three Philosophies of Aristotle, an event taking 
place toward the end of the 13th century. Neither the Seven 
Liberal Arts nor the Three Philosophies of Aristotle, however, 
included the classical languages which came into higher educa- 
tional curriculums during the Renaissance. Nor did they in- 
clude experimental natural science or fact-anchored social 
science which didn’t gain admission to curriculums until less 
than a century ago. 

Meanwhile the meaning of the term the liberal arts ex- 
panded from the widely advertised seven and not only in- 
cluded the classical languages but, indeed, came to be synony- 
mous with them. Otherwise expressed, during the 19th cen- 
tury the liberal arts meant what also went by the name of 
classical education. What are the liberal arts today? I'd 
readily accept a wager that if everyone in this audience were 
to write out his definition of them we'd find very little agree- 
ment. The nearest we'd come to a generally accepted defini- 
tion would probably be this: the liberal arts are the subjects 
taught in so-called liberal arts colleges. This latter appella- 
tion, by the way, is only about 65 years old and isn’t as widely 
employed as some seem to believe. 

Assuming that the liberal arts are the subjects taught in 
liberal arts colleges, are chemistry and physics, economics and 
psychology, dramatics and physical education liberal arts? The 
doughty supporters of the classics of earlier times would have 
scorned the suggestion. This wouldn’t, of course, be of any 
consequence if we today could agree on what we mean by 
the term; but we don’t and probably can’t. It served nobly 
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for many centuries, but long ago it died of the infirmities of 
age and cries out to be buried. Its continued use not only 
betrays sentimental purposes but also contributes conspicuously 
to the snarled and baffled state of higher education. 


IV 


It seems to me that the term liberal education needs the 
same kindness and is, as I shall in due course show, giving 
way to two other terms. It first appeared in the English lan- 
guage in Shakespeare’s time although Shakespeare himself 
never employed it. Nor did his scholarly contemporaries who 
produced the King James version of the Bible. Only an occa- 
sional writer penned it during the next 250 years. Thus 
neither Mark Hopkins in his inaugural address at Williams 
in 1836 nor Josiah Quincy in his two-volume history of Har- 
vard published in 1840 found any need of using the term 
liberal education. 

Although the two writers of the extraordinarily influential 
Yale Report of 1828 brandished the phrase to belabor educa- 
tional tendencies that they feared and hated, it didn’t achieve 
wide popularity until after the printing in this country of 
John Henry Newman’s 1852 Dublin lectures entitled The 
Idea of a University Defined and Illustrated. Beginning 
about then it took hold, but a number of key educators avoided 
it seduously. Thus in his celebrated inaugural address as 
President of Harvard in 1869 Charles W. Eliot made not a 
single reference to liberal education because, as he had earlier 
made clear, it meant to him what he considered to be the two 
greatest enemies of educational progress: first, classical educa- 
tion whose monopoly he sought to break and, second, the 
education of the gentleman, which he castigated as ‘‘beneath 
contempt” in democratic America. 

Down to the mid-nineteenth century the liberal arts and 
liberal education meant the education, especially in the classical 
languages, of the men of leisure and economic self-sufficiency 
known as gentlemen. The Industrial Revolution and the 
Jacksonians, however, so effectively banished the gentleman 
from American life that Professor Charles E. Norton could 
observe to one of his Harvard classes about 1890 that “‘None 
of you, probably, has ever seen a gentleman.” Today the 
concept of the gentleman has been even further limited to the 
courtesies of legisative bodies, to saluting audiences at the 
beginning of speeches, and in high-priced hotels to labelling 
half of some rather essential white-tiled rooms. 

Undoubtedly most of us would welcome more emphasis 
upon the gracious manners of the gentleman of blood, wealth, 
and leisure; but I know of no one who today believes that 
the prime purpose of higher education is to produce gentle- 
men. Nor are many still about who believe that the classical 
languages should again be the core of college and university 
curriculums. Those who do are unreconstructable sentimental- 
ists in the Deweyan sense: they cannot convert their deeply 
cherished subjective purposes into either projective or objec- 
tive purposes because the rest of us stand in their way. 


Vv 


Some educators have tried and are still trying to rescue the 
term liberal education from its long aristocratic associations 
by defining it as liberating education. Such an effort in sports 
would call forth the exclamation ‘‘Nice try!” because it doesn’t 
quite come off. Clearly all education is liberating as witness 
the student, for example, who completes a course in automo- 
tive mechanics. In learning the principles of gasoline engines 
and the methods of keeping them in good repair, he is lib- 
erated from ignorance about such matters and is equipped to 
apply his knowledge for the benefit of his customers. 
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Those who define liberal ‘education as liberating education 
mean, of course, spiritual and high-level intellectual liberation 
which, they aver, can be achieved only through the subjects 
chat have lately come to be called the humanities. Hence they 
are dropping the term liberal education and substituting 
“humanistic education” and its correlatives. When half a 
dozen years ago, for example, Stanford restructured its under- 
graduate work and for the first time organized what would 
once have been called a college of arts and sciences or a col- 
lege of letters and sciences, it named the unit the College of 
Humanities and Science. 

This is another nice try, but the name “the humanities’’ has 
encountered difficulties not only because of its invidious impli- 
cation that the sciences and social sciences are unhumanities 
if not inhumanities but also because some quite important 
people object to it. For example, some years ago Ralph Bar- 
ton Perry, eminent Harvard philosopher wrote: 


There has lately developed a practice of groupig depart- 
ments under “divisions,” a popular classification being: phy- 
sical science, biological science, social science—and “‘the 
humanities.” Now this is a most extraordinary arrange- 
ment. In an instiution which professes to exist for the pur- 
pose of inculcating it, liberal culture is only one quarter of 
the whole; and a nondescript quarter, occuping the place of 
a sort of rearguard appointed to pick up the stragglers and 
misfits which find no place higher up in the procession. 


In the same vein John Ershine has written that “I have no 
use for a definition of the humanities which excludes the 
sciences. Louis Pasteur is for me one of the greatest of 
humanists.”” In turn, Professor Gilbert Chinard of Princeton 
has declared that “humanism is not a subject which can be 
taught, but a state of mind and a discipline which permeates 
all human activities.”’ 


VI 


The effort to substitute the phrase the humanities for the 
older term liberal education began only about 30 years ago 
but has been in competition with the much older locution 
“general education.” I say “much older’ because until this 
present century the humanities meant the Graeco-Roman 
classics and only the Graeco-Roman classics. The term general 
education, however, goes back in the form of ‘general studies” 
to Milton’s Tractate on Education written in 1644 and had 
wide usage in its present form during the middle of the 19th 
century. In his inaugural address Mark Hopkins discussed not 
liberal education but general education, and so 33 years later 
did Charles W. Eliot in his inaugural. Because of the new 
lease on life that Newman and his fellow-thinking contem- 
poraries gave to “liberal education,” “general education” went 
into eclipse and had little vogue until about 40 years ago. 
Then the group known as functional educators reintroduced 
it to designate their ‘‘student-needs curriculum.” 

Despite the lowly status in the academic world of the func- 
tional educators, the term general education has again achieved 
wide currency in part because the committee of Harvard pro- 
fessors which produced General Education in a Free Soctety 
chose it a decade ago in preference to the term liberal educa- 
tion. One of the serious limitations of the term general educa- 
tion, however, is that it has a number of contradictory mean- 
ings including these four: 

1. The functional curriculum emphasizing student needs. 

2. The course in the typical college which are primarily 

preparatory for advanced courses or which are admittedly 
pre-professional. 
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3. The unitary general education courses taught at Harvard 
and a number of other institutions which have appeared 
to counteract the powerful trend toward making all 
course either preparatory or definitely specialized. 

4. The integrated general education program of Columbia, 
Chicago, and a few other colleges and universities. 


Some of the proponents of the humanities limit the mean- 
ing of general education to the functional curriculum which 
they abhor, but others consider the humanities to be a divi- 
sion of general education. In any event, whenever I read the 
words general education or hear anyone use them, I must 
determine which meaning is intended. This does not make 
for easy communication and, further, the term has another 
potent count against it: it does not in itself suggest the 
breadth and depth of understanding and committment that 
our best colleges seek to give their students before they begin 
their specialized career education. 

The history of the phrase makes it clear that it means the 
education of the generality of people in the generality or 
commonality of knowledge, skills and attitudes; but good 
higher education seeks to give students not only commonality 
but also breadth and depth beyond that possessed by the gen- 
erality of people. Indeed, this has been one of the two essen- 
tial purposes of higher education since it began in the western 
world four centuries before Christ, the other being specialized 
preparation for careers. 

As far as I can discover no one has thought up a generally 
acceptable name for the purpose of educating students for 
breadth of commonality, and so I have been calling it educa- 
tion for advanced commonality. By commonality I mean the 
non-specialized knowledge, skills, and attitudes needed by 
everyone; and the adjective advanced means broad, wide, and 
—for skills and attitudes—also deep. I do not believe that this 
cumbersome name will be popular, and so I’m hopefully wait- 
ing for a better one to emerge. I have found none in exploring 
the historic continuum. 


VII 


It may seem that I put undue stress on names, and beyond 
doubt some of you are thinking of Shakespeare's lines. 
What's in a name? that which we call a rose 
By any other name would smell as sweet . . . 
Shakespeare, however, didn’t really believe that as witness 
his many other passages about names and naming. Litera- 
ture teams with discussions of naming, and from the large 
number that I’ve been collecting I quote two which seem to 
me to be especially pregnant with wisdom. The first comes 
from one of the poems of James Russell Lowell and reads: 
Let us speak plain: there is more force in names 
Than most men dream of; and a lie may keep 
Its throne a whole age longer if it skulk 
Behind the shield of some fair-seeming name. 


Samuel Butler wrote the other. “The Ancient Mariner,” he 
observed, “would not have taken so well if it had been called 
The Old Sailor.” 

Names attract or repel, and fortunate is the enterprise 
whose name unites its friends. Unhappily, many of the names 
we use in education sunder people into warring factions, 
and somehow we need to end the resulting battles and bitter- 
ness. My proposed “advanced commonality” probably isn’t the 
name that will unify the several groups concerned with the 
non-vocational purposes of colleges and universities; but if 
we can agree about the urgent need of finding a good name, 
perhaps the right one will one day appear. 
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Meanwhile may I suggest that a most essential element of 
commonality is common courtesy of which we need more in 
educational discussions, that the adherents of the term liberal 
education recall that one of the ancient and continuing mean- 
ings of liberal is generous, and that the proponents of the 
humanities meditate more frequently upon the humilities. 

People sometimes refer to higher education as the higher 
learning, but colleges and universities are much more than 
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knowledge factories; they are testaments to man’s perennial 
struggle to make a better world for himself, his children and 
his children’s children. This, indeed, is their sovereign pur- 
pose. They are great fortifications against ignorance and 
irrationality; but they are more than places of the higher 
learning—they are centers and symbols of man’s higher 
yearning. 


Backsliding Liberalism 


ECONOMIC GOVERNMENT RULED BY A HIERARCHY OF LABOR BOSSES 
By DONALD R. RICHBERG, Attorney, Washington D. C. 
Delivered at the Annual Dinner of the Chamber of Commerce, Wausau, Wisconsin, March 1, 1955 


may carry it far towards its objective of a socialist labor 

government in 1956 or in 1960. First comes the merger 
of the dominant federations into one organization capable of 
monopolizing employment in the major industries of the 
United States. Second is the political campaign which is 
being waged to legalize compulsory unionism everywhere, so 
that no man can earn a living in industry without joining, 
paying dues and being subject to the discipline of a labor 
union. 

Where are the self-anointed liberals in politics and educa- 
tion while this campaign against individual liberty is going 
forward? If any of our socialistic liberals are actually opposed 
to this campaign to establish a labor union domination in 
industry and government and to destroy individual liberty, 
they do not reveal their opposition. The fact is that the most 
vocal of them are supporting the unions. 

For centuries liberalism has meant a faith in individual 
liberty—the greatest possible freedom from private dictation, 
or public regulation by government. Historic liberals have 
opposed increased taxing and spending and lawmaking by 
political rulers because these always restricted the ability of 
the individual to live his own life. 

Yet today the noisiest politicians, educators and labor 
leaders in America who call themselves liberals proclaim 
their purpose to tax away more and more of everyone’s income 
and to spend more and more billions of dollars regulating 
the living, working and thinking of not only all Americans, 
but all the rest of the world. 

Of course this false liberalism throws a smoke screen of 
“national defense” in front of its conniving to socialize the 
industries and government of the United States. But there is 
no conflict between loyal citizens over the necessity of spend- 
ing large sums of money to protect the people of the United 
States from military conquest by a foreign foe. There is, 
however, a serious conflict of opinion as to how and where 
and when the enemies of our free people are planning to 
strike and will strike the most effective blows against our 
liberties. 

On this occasion let us leave the military problems of the 
national defense to the chiefs of the armed forces of the 
nation. We cannot give them a free hand to spend all the 
money they want on armies, navies, and air forces. We could 
hardly blame them for spending us into bankruptcy if they 
received a sweeping but impossible command: Spend what- 
ever you need to make us safe. Civilians must do their part 
to hold down a race in armaments that would lead with 
diabolic certainty to both insolvency and war. 


"To year organized labor is making a double drive that 


But we can for the moment do this much to simplify the 
problems of our military leaders and government financiers. 
We can separate the two areas in which the war to overthrow 
our government and to enslave our people will be waged— 
indeed, is being waged. We can assign to the armed forces 
only the military defense of the geographical area of the 
United States. We can assign to ourselves the responsibility 
for a civilian defense of the American people against their 
most dangerous enemies. These are the foes of our own 
household. These are the aggressive American socialists who 
call themselves Democratic and Republican liberals, but 
who have been working for a generation with tragic success 
to corrupt the minds of the American people, to submerge 
our love of liberty in a desire for security, to destroy our 
faith in ourselves as individuals, to destroy our confidence in 
a free economy and to transform the limited powers of our 
free government into the unlimited, tyrannical powers of 
a socialistic state. 

This has not been a vast conspiracy in which millions 
of people have intentionally played a part. The misguidance 
of most of our leaders has been as unintentional and con- 
fused as was my own in the period when, although I con- 
tinually denounced socialism, I was operating on a high 
level in the New Deal councils of Washington. Instead of 
wilful subversion there has been on the contrary a gradual 
conversion of millions of people in one minority group after 
another to a state paternalism that they believd would relieve 
them of burdens and problems that seemed too heavy for 
them to handle by themselves. 


To gain a common understanding of what happened let 
us glance back together over the years between the begin- 
ning of the Great Depression in 1929 and the end of the 
Second World War in 1945. We will see in the early years 
millions of independent self-sufficient farmers struggling hope- 
lessly against the poverty brought about by contracted markets. 
We will see millions of free self-supporting industrial 
workers struggling hopelessly against the poverty of unem- 
ployment. We will see that our government, our rich, moral- 
istic government, then produced its benefactions to bring some 
measure of relief and a large measure of hope into millions 
of homes. 

Despite, however, the lavish outpouring of — funds, 
the spending of higher taxes and the increased mortgaging 
of our future, there was no adequate relief of the depression 
in America until ag agra for war and then war itself 
set the government free to raise taxes and borrow money 
and make expenditures utterly beyond political justification 
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except by the magic of those words: “Necessary for national 
defense and self-preservation.” This whole experience might 
well have provided a great lesson in liberalism if our polliti- 
cians and our educators had been inclined to teach this lesson. 
It would have been so easy to point out that we were achiev- 
in full employment and prosperity on a temporary inflationary 
stimulant which could not be wisely established as a perma- 
nent policy. But who can convince a man drinking his fourth 
cocktail that he should quit drinking liquor tonight and cut 
it out entirely tomorrow ? 

So when the war ended millions of people had been 
unconsciously converted to state socialism. They repeated 
day after day the stock arguments of socialists: The problems 
of the modern world are too great for individuals. They can 
be solved only by collective action. Collective action on a 
large scale must be government action. It needs the support 
of government money raising and spending and, above all, 
it needs the support of government coercion. The citizen will 
only acecpt a limited discipline in voluntary organizations; 
and therefore to subject him to adequate collective action 
in the modern world he must come under the enforced disci- 
pline of government operations. This is, in pleasing, insidi- 
ous language, the justification of a slave state. 

If the Soviet rulers of Russia had made a success of their 
socialism they might well have laid down their arms at the 
end of the Second World War, opened their gates and told 
all the world to visit freely and learn how Utopian life could 
be under a completely socialist state. They could have counted 
on the fact that socialistic theory had achieved a new high 
in popularity throughout the civilized world. Soviet Russia 
could even have become a leader for peace in the United 
Nations instead of the exponent of a cold war. 

But the reason why the Soviet rulers did not do this has 
become very clear. They had not made a success of their 
socialist government in peace or in war. It had been begun 
and perpetuated as a government of terror and torture—a 
ruthless tyranny. They could not even create in time of war 
such a false prosperity as the United States had enjoyed. 
They were natural tyrants and lovers of power. They saw 
the opportunity to spread communism throughout the world, 
by force where practical and always by intrigue, always by 
duping pacific socialists to provide respectable fronts behind 
which militant communism could steadily advance. 

So the communist rulers of Russia exposed their evil nature 
and purpose and they had to be gradually repudiated by 
American socialist liberals. There were many years in which 
the most. socialistic of these deceived liberals lingered in 
Soviet laps, disparaging the institutions of their own country 
and praising the wonderful humanitarian adventure in Russia 
which was such a peculiar success that it must be kept hidden 
behind an iron curtain. 

‘Today few of our backsliding liberals dare any longer to 
extol the achievements of communism. Even the state social- 
ism they still admire must be given a better name. So we have 
now the welfare state, which in simple language means a 
half socialist state. This is a project of the character of 
Fabian socialism. We move gradually down the primrose 
path, denying all the time that that is what we are doing. 
We do not take over government operation of all public 
utilities. We simply go into the business of owning and 
operating public utilities to a sufficiently large extent so as to 
use their tax free, subsidized service to discredit private opera- 
tion and to discourage or prevent private expansion. 

We do not collectivize our farms or nationalize our indus- 
tries. We simply make all farmers dependent on the gov- 
ernment. We simply regulate and tax all business in great 
detail and authorize organized labor monopolies to hamper 
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and coerce private enterprise so that eventually it may be 
found necessary to “liberate” business altogether from private 
management. 

We do not fix wages for labor, but simply fix a minimum 
wage as a basis for all wages and then do everything we can 
politically to aid labor unions to dictate terms of employment 
to industrial management. 

How absurd it is to call this gradual creation of a socialist 
state the advance of liberalism! It is a fact, boasted by the 
American boss of the Communist Party, that we have moved 
further along the road to state socialism than even Great 
Britain did with a socialist government. Yet a large majority 
of those Democrats and Republicans who support the socialist 
program of a welfare state do so in a blissful delusion that 
they are liberal thinkers. The truth is that they are reaction- 
aries who are selling their liberties for a temporary gain of 
self-interest, and justifying their folly as humanitarianism. 

It is easy to understand how farmers can be induced to 
vote for-a man who promises a government guarantee of a 
fair price, or how workers can be seduced by government 
support in raising wages. It is easy to understand how the 
aged, the sick, the unemployed, or unemployable, will vote 
for government relief of the unfortunate. It is easy to see 
how government favoritism for many minorities that are 
distressed or feel themselves oppressed will add up to a 
favoritism for a substantial majority of voters, who will be 
in grateful blindness support a paternalistic government. 

But the total result of these and similar expansions of 
government is to weaken the productive energies of the nation 
which rise out of individual self-reliance and initiative. We 
make more and more millions of voters dependent largely on 
government favor until eventually to use an old but solid 
phrase, we make the ruling class, which is the government, 
the masters instead of the servants of the people. 

Fortunately for the American people it was nearly a hundred 
and fifty years after the adoption of an individualistic national 
Constitution before there developed the combination of 
economic conditions and uneconomic politicians which made 
it possible to start the building of a socialistic government 
on the shaking foundations of our Constitution. Let me reiter- 
ate that the great majority of our political leaders and educa- 
tors and publicists who have advanced our mis-government so 
far in the last twenty years have not been wilful conspirators, 
working like communists with fanatic zeal to overthrow our 
form of government. They have only been shortsighted, 
misguided, selfish people of good intentions. 

On the other hand, there is a heavy responsibility for the 
misguidance of the American Boy that rests particularly 
upon educators who are assumed to have some knowledge of 
history and some understanding of the simpler a 
which now and then emerge from dreary studies of political 
science and political economy. This responsibility also rests 
on politicians and labor leaders who claim to have enough 
knowledge of human affairs and human nature to assume 
to lead a host of trusting followers. 

No man with an educated intelligence and a proclaimed 
intellectual capacity can be excused for telling a people that 
they can go into debt indefinitely because they owe the money 
to themselves. No such a man can be excused for advising 
labor unions to raise wages so high as to price their product 
out of the market. No such man can be excused for criticizing 
profits as wrongful when they are only compensation for the 
use of private property. No such man can be excused for 
denying or concealing the fact that the maintenance of rights 
of private property is essential to the maintenance of liberty. 

No such man can be excused for deceiving poor people 
with claims that they do not pay taxes just because they have 





DONALD R. RICHBERG 


an income tax exemption. No such man can be excused for 
defending the fraud of a public social security reserve that 
provides no reserve and no security. 

To sum it all up, no such man can be excused for arguing 
that a retreat to the historically proven failure of a socialistic 
state is a liberal advance for a free people. 

Yet it is a fact that politicians, labor leaders and educators 
have been making such arguments for years to justify laws 
which are steadily undermining our constitutional free gov- 
ernment. By reading one another’s speeches and articles they 
become more convinced and voluble that debt is an asset; 
that two minus two equals four; that the end always justifies 
the means; that darkness is light and that more tyranny is 
the way to more democracy. Out of such arguments, out of 
fantastic and fanatic claims, public opinions are often devel- 
oped. Many rise from the persistent propaganda of moral- 
istic pressure groups. This is nearly always propaganda to 
to the right thing in the wrong way. 

Other major public policies rise from the activities of 
organiaztions of self-interest who want to see the government 
put its thumb on their side of the scales that otherwise might 
balance fairly the economic interests of competing groups. 

It seems appropriate to conclude my brief discussion of 
backsliding liberalism, as I began it, by calling attention to the 
most dangerous drive of the year 1955 of a powerful pressure 
group. This is a campaign for national legislation to legalize 
compulsory unionism which, if successful, will drive us further 
down the road to state socialism than any national lawmaking 
has previously driven us. 

A preliminary step in the campaign is to solidify as many 
labor organizations as possible in one federation or at least 
a consortium which will alone be able to certify what is a 
standard recognized labor union. The major project is to 
exert the pressure of all union labor in a drive ‘o legalize 
nationally the so-called union shop which is really a closed 
shop, and thereby to establish compulsory unionism in all 
the major industries of the United States. 

I would be the first to insist that it is a fundamental right 
of a free worker to join a union of his own choice. For years 
I fought in the legislatures and in the courts to sustain this 
right. But the organizations I represented never took the 
socialist position that the labor unions should establish a 
legalized monopoly of all employment in all industries and 
thereby set up an economic government ruled by a hierarchy 
of labor bosses—which the socialists call a “dictatorship of 
the proletariat.” They did not take the position that no man 
should be permitted to earn a living who did not subject 
himself to this private government, of which he was to be 
made a compulsory citizen. 

Yet that is the argument of our chief labor leaders which 
I faced myself in the Supreme Court in 1949 when I argued 
in defense of the constitutionality of state right-to-work laws 
which today in seventeen states make it illegal for an employer 
to discharge an employee because he is, or is not, a member 
of a union. You will recall that for a generation the unions 
denounced any contract by which the employer required a 
worker to join a company-favored union as a “yellow dog 
contract.” They demanded and obtained laws prohibiting such 
contracts. 

But nowadays the unions are demanding laws that authorize 
a union form of “yellow dog contract’ under which every 
worker is forced by his employer to join the particular union 
in which a majority of the employees of his class are mem- 
bers. This not only makes it impossible for a non-union man 
to hold a job, but even prevents union men from withdrawing 
from their union. This gives union officials a power to punish 
any dissatisfied member which would be impossible in any 
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voluntary organization such as a club, a civic association, 
or a fraternal society. 

Everyone must realize that the ability of members to leave an 
organization is the best and last defense of any individual 
against the injustice or oppression of an entrenched officialdom. 
Freedom to associate with others is a fundamental right of a 
free citizen—a constitutional right in the view of the Supreme 
Court. So it must be plain that freedom not to join, or to 
withdraw, from any organization is equally a fundamental 
right. Yet our strongest labor unions had the audacity to 
urge the Supreme Court to nullify state right-to-work laws on 
the ground that a man had no constitutional right to refuse 
to join a union but that a union had a constitutional right 
to compel him to join. This arrogant demand was too much 
for even friendly judges and the Court held, in the year 1949, 
as follows: 

“There cannot be wrung from a constitutional right 
of workers to assemble to discuss improvement of their 
working standards, a further constitutional right to drive 
from remunerative employment all other persons who 
will not, or cannot, participate in union assemblies.” 


So the state laws which forbid a union closed shop were 
held to be constitutional. That is why the drive now being 
made to have these state laws repealed and to sanctify by 
act of Congress the universal tyranny of union closed shop 
contracts. 

This drive has had a terrifying success recently in one of 
our largest, most vital industries—the railroad industry. First, 
by high political pressure the unions in 1951 pushed through 
Congress an Amendment of the Railway Labor Act legalizing 
union shop contracts which, under the Act, had been unlawful 
for 25 years. 


All the railroads opposed the Amendment and the union 
shop contract. But with powerful assistance from the Truman 
administration and with threats of disastrous strikes, the 
unions, inside of three years, had compelled all but a few 
railroads to sign the uniform contracts they demanded. Thus 
some 250,000 previously free railroad employees were faced 
with the choice of joining a union, paying its dues and 
submitting to its discipline or losing their jobs. 

A few large railroads have, up to date, resisted union 
coercion and political pressure and refused to sign the union 
shop contract. They are contending that the Amendment 
of the law and the contract are both unconstitutional because 
they deprive both workers and employers of their constitutional 
liberties. Lower courts have decided this issue both ways; 
and eventually there must be a decision by the Supreme Court 
as to whether the Constitution of the United States still 
protects the fundamental liberties of an American citizen 
from destruction by public laws legalizing and aiding the 
oppressive use of private powers. 


But meanwhile the attempted and rapidly progressing 
monopoly of all employments in the railroad industry holds 
out its warning to all other industries. They will find that 
management has become practically helpless to resist labor 
demands, no matter how uneconomic and unreasonable, when 
compulsory unionism has been sanctioned by the law of 
the land. 


Today, under the Taft-Hartley Act, the state right to 
work laws can still be enforced to prevent nationwide closed 
shop contracts. So there are today seventeen states standing as 
a barrier to a union labor monopoly of all employments. 
Were such monopolies established the unions would rapidly 
develop a political power capable of enthroning the sort of 
socialist labor government which nearly ruined Engiand and 
which is being advocated by all the so-called liberal labor 
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leaders in the United States, under the name of a welfare 
state. 

There are today seventeen state right to work laws flying 
like flags of freedom in the vanguard of those maligned con- 
servatives who are trying to defend America against the steady 
advance of state socialism with its red flags which is actually 
being carried, although they deny it hotly, by those who would 
impose compulsory unionism on American labor. 


Recently, walking down a busy street in one of our largest 
cities, I observed the thousands of free men and women 
crowding the stores to buy what they wanted to buy. I passed 
restaurants jammed with people eating the food they chose 
to eat. I thought of the hundreds of thousands of workers 
in factories, in shops and in transportation, earning the 
highest wages paid in the world and working at jobs for 
which they were chosen in an actual competition of employers 
to obtain capable helpers. It suddenly struck me how amaz- 
ingly free millions of American workers and their families 
were in cities and on farms throughout the United States. 
They were freer than workers anywhere else in the world to 
seek and obtain in a competitive system the best employment 
of which they were capable; and free to improve themselves 
and demonstrate their capacity for better employment. 

Then I thought how shrunken would be the lives and 
liberties and ambitions of all these people under a socialist 
dictatorship; how they would be confined by thousands of 
regulations and dictations of bureaucrats to accept the jobs 
and the wages, the living and working conditions fixed for 
them by owas judgments and, worst of all, by inevitable 
political favoritism. 

So the thought came to me suddenly and clearly that the 
overwhelming majority of mature Americans don’t want 
socialism, don’t want to be dependent upon the political 
rulers of government, and if there were visible armed forces 
marching against them to subject them to a socialistic tyranny 
they would take a and fight to the death to preserve 
their individual liberties and to save themselves from the 
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oppression of an all-powerful government against which our 
national Constitution was written to protect them. 

But that is not the way in which the chief enemy of the 
American people is gradually gathering power to destroy 
their liberties. True it is that the militant socialists of Russia, 
the communists, inspire us wtih fear by the gathering of 
armed forces that they may embark upon the physical conquest 
of the United States. But a far greater threat confronts us 
in the weakening of our resistance to any foreign aggression 
by the corruption of our thinking by ourselves, by the brain- 
washing of the American people by continual internal propa- 
ganda in favor of the gradual transformation of our govern- 
ment from a protector of individual liberty into the paternal- 
istic ruler of our lives. 

Here is where backsliding liberals are doing the greatest 
harm to the American people. They not only misdirect public 
opinion on the recurring issues as to how far the government 
should go in protecting and promoting the general welfare 
and how far such government activities destroy self-reliance 
and deny fundamental freedoms. But, worse than this, they 
never admit but always deny that they are leading us deeper 
and deeper into the tyranny of a totalitarian government. On 
the contrary, they insist that they are the humanitarian, for- 
ward-looking leaders. of the people who, by enhancing the 
powers of government, will make us capable of realizing 
that Utopian dream of achieving both government-protected 
security and government-protected liberty. Thereby we are 
expected to furnish to all the world an example which will 
lead the world to follow our leadership into the realm of 
eternal peace and freedom. Nothing is more sure to lead a 
community or a nation into disaster than the adoption of 
such a grandiose program for wasting all its resources of 
men, money and character in an effort to achieve the im- 
possible. 

The future of America and the hope of a free world will 
become much brighter if and when backsliding liberalism 
ceases to steer our ship of state. 


United Nations Review Conference 


SHOULD ONE BE CALLED THIS YEAR? 
By HARRY GANDERSON, A/ftorney, Greensboro, North Carolina 


Delivered to the Guilford Battle Chapter of the Daughters of the American Revolution 
Greensboro, North Carolina, February 10, 1955 


discuss the United Nations Charter and the 1955 Review 
Conference. Because of the apparent growing belief that 
the proposed review conference is a must under article 109 of 
the charter. I have chosen to speak on the subject of Should 
the United Nations Review Conference Be Called This Year? 

I understand that I was invited to address you on this 
subject as a result of my’ testimony given before the Subcom- 
mittee on United Nations Revision Conference, of the Senate 
Foreign Relations Committee, which hearings were he!d in 
Greensboro under the chairmanship of Senator Alexander 
Wiley, of Wisconsin. 

As you know, Senator Wiley, prior to Democratic control 
this session, was chairman of this important and powerful com- 
mittee, and he is at this time the ranking Republican member 
of that committee. Recently, I had the ocassion to write 
Senator Wiley about the proposed review conference, and in 
his reply, he remarked that as yet the subcommittee had not 
completed its hearings and study. I would gather from these 


L. IS a real pleasure and honor to be your guest today, to 


remarks that the Senate Foreign Relations Committee has not 
yet decided if our country will support a call for a review 
conference, come September. Since that question is of fore- 
most consideration, I would like to ‘limit my remarks to this 
one issue. I know that you are already quite familiar with the 
basic theory of the United Nations, its structure, its weaknesses, 
its accomplishmenth, its failures, as well as the wide variety of 
amendments which have been proposed. 

Your last two Continental Congresses adopted resolutions 
opposing any 1955 revision of the charter which might have 
the effect of superseding our Federal Constitution, or limiting 
our National and State liberties or freedoms, or which might 
attempt to bring about through the United Nations a world 
government or partial world government. Confronted as we 
are with he imminent threat to our American way of life by 
the growing menace of world Communist dictatorship, the 
question of calling a review conference at this time should be 
a matter of great concern to the American people. 
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Your revolutionary forbears laid the foundation for our 
Government and made possible our great American way of 
life. Like the patriots of the American Revolution, who sac- 
rificed their lives and fortunes for freedom and independence, 
we must be ever vigilant and zealous to preserve and protect 
our great heritage of life and liberty. Our country’s unparal- 
leled growth and development was made possible because, 
under our form of Government, we have a free and inde- 
pendent Nation, of free and independent citizens. In my 
humble opinion, we can ill afford in this critical period to 
lower our gunsights by diverting our energies, to urging and 
preparing for a review conference. There is no obligation 
under the charter to call a review conference, and I very much 
+ en the wisdom of calling it this year, or at any time in 

e near future. 

Let’s look briefly and quickly at the charter itself. Para- 
gtaph 1 of article 109 provides that a general conference to 
consider amendments to the charter may be held at any time 
upon a vote of two thirds of the General Assembly and 
any seven members of the Security Council. Now, as for 
the much-discussed review conference, — 3 of aricle 
109 simply declares that if ten years has elapsed and a general 
conference has not been called under paragraph 1, then the 
proposal to call a review conference must be placed on the 
assembly agenda, and only a majority vote is required for 
passage to call the review conference. 

There appears to be too much emphasis on the proposed 
1955 conference—in fact, to such an extent that many have 
forgotten, or have become unaware, that full opportunity is 
afforded for needed amendments to the charter at any time 
under article 108. Admittedly, such amendments would re- 
Sy the recommendation of two thirds of the U. N. member- 
ship and the constitution ratification of two thirds of the 
member nations, just as would any amendments proposed at 
a full-dress review conference. 

Already the charter has been subject to changes in a variety 
of ways, changes which one might call informal amendments. 
I would like to briefly cite a few illustrations. 

1. The nonimplementation or nonapplication of funda- 
mental provisions of the charter—like the failure to implement 
the disarmament provisions or to create an international police 
force under the Security Council, as specifically called for by 
the charter, to carry out the chief purpose of the U. N.—that 
is, the maintenance of permanent peace and security and the 
prevention of war. 

2. Through the creation of specialized organizations and 
agencies—very worthy indeed, but which nevertheless have 
tended to minimize or rather subordinate the chief aims of the 
charter, at least in our time. 

3. Through the interpretation of the charter by various 
organizations and members of the U. N.—like the perverted 
exercise of the veto, and the absences and abstentions by the 
Communist bloc. 

4. Through the conclusion of supplementary treaties and 
agreements, such as the Headquarters Agreements of 1947, 
and the North Atlantic and other regional defense pacts. 
Actually, aren’t we presently engaged in a civil war within 
‘the U. N.? On the outcome of this struggle may depend the 
very fate of the United Nations and civilization itself. 

These illustrations clearly show that the U. N. has made 
changes in the charter, whether we choose to call these amend- 
ments or not. There are, nevertheless, adequate provisions 
in the charter for formal amendments to be made at any time. 

To call a review conference simply to consider minor or 
technical matters would hardly be worth the effort which it 
would require. Furthermore, any effort to make fundamental 
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changes in the structure of the U. N. might very well precipi- 
tate a struggle which would result in the very destruction of 
that organization. Of course, for those who are opposed to 
the existence of the U. N., a conference would furnish them 
an excellent opportunity to make lethal attacks upon it. That, 
however, is already taking place without a review conference. 
From some quarters the attack against the U. N. goes like 
this—the U.N. is obstructed by Russia and is not performing 
its chief aims, but rather, is devoting all of its time and our 
money to improving the impoverished nations. And then they 
make the point—that history shows it has been the advanced 
nations for the most part, and not the so-called backward 
countries, that have been the arch disturbers of world peace. 
They may have a point there—only time can tell. 


Formulas for radical changes in machinery, elaborations of 
new procedures, plans for supergovernments, and the like, 
unfortunately rest on an unconscious assumption, that the 
more explicit the obligation, the more it is honored, and that 
the more. parts the machinery has, the more smoothly it will 
run. Any of these proposals for collective security can be 
carried out under the present charter, when those obligated 
under that document perform their responsibilities. 


The United Nations Charter describe the foundation for 
permanent peace and security and the prevention of war, and 
it likewise describes the machinery to implement those pro- 
visions. It is obvious, therefore, that the charter has not stood 
in the way of maintenance of peace. On the contrary, it is 
the failure of certain nations to do their part in implementing 
those provisions and living up to those Pst which they 
assumed when they became bound by the charter in 1945. 


Twenty years ago we were trying to stop the piecemeal 
efforts of aggression by the Fascist rulers, who finally brought 
the holocaust of war misery upon mankind in their efforts to 
subjugate the democratic and Communist worlds. Today, we 
are faced with this same problem from the Communists, only 
on a broader scale, but dressed up in a different coat of armor. 
Without a shot, they have, since the creation of the U.N. 
enslaved close to one fourth of the human race. They, too, 
led by he Communist despots, defy the charter. Another 
quarter of the human race is in the balance, while being 
snared into the iron jaw of the Kremlin. Mere reformulation 
of the obligation under the charter will not change the 
nature of either the revolt in the U. N. or the threat to the 
human race. 

Although I would consider the veto question the principal 
issue which would come under consideration at a review con- 
ference, I do not consider that issue in itself as being decisive 
in effecting our position for or against calling the review con- 
ference. We should not forget that the United States no less 
than the other great powers, insisted upon the veto as a con- 
dition for the acceptance of the charter. The veto has not 
worked out like the U. N. founders had hoped, when the 
charter was forged under the crucible of wartime co-operation 
and allied victory, against the common enemy. 


Modification of the veto power does not necessarily involve 
charter revision. During the past eight years, the United 
States has participated unsuccessfully in efforts to reduce the 
use of the veto by agreement among the permanent members 
or by other methods which would not involve charter revision. 
Furthermore, several of the smaller nations have made at- 
tempts since 1945 to bring up proposals in the General 
Assembly to amend the veto. It was the dissatisfaction of 
the smaller nations with the charter’s veto power at San Fran- 
cisco which furnished much of the impetus for making pro- 
vision for possible revision of the charter by a review con- 
ference. 
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The arguments are stronger today than during the San 
Francisco Conference for American protection of the veto 
power. Certainly, before Americans can take a position with 
regard to abolition of the veto, they must first decide if the 
best interests of the United States would be served by re- 
linquishing the veto over U. N. use of American Armed 
Forces without our consent. They must also decide whether 
we should give up the veto with respect to U.N. member- 
ship, or as to who should represent China in the U. N. 
Would you dare relinquish the right of veto over international 
atomic control, even before a U. N. plan is devised acceptable 
to Russia? It would be utterly unthinkable to believe that 
Russia and its satellites would change their leopard skins at a 
review conference, except to perpetrate more frauds on the 
democratic world. 


Admittedly, the Communist bloc has perverted the veto 
power and obstructed implementation of the primary functions 
of the charter. Nevertheless, conditions being as they are, 
the United States can ill afford to give up the veto. We are 
the principal defenders against the Communist aggressors and 
we must, therefore, protect our position and power to make 
our own decisions. We should not add to existing problems 
or increase the dangers to our own democratic institutions 
by calling a review conference at this time. Nor should we 
minimize the splendid opportunity such a conference would 
offer subversive elements to strengthen their nefarious Com- 
munist network, both in our own country as well as the U. N. 


Do you know that some of the formulas, like world feder- 
ation, world government, and so on, which are suggested for 
charter revision, would necessitate amendments to our own 
Constitution also? It would, therefore, seem highly desirable 
to settle the American attitude regarding these proposals be- 
fore talking about placing issues of such gravity into inter- 
national debate. For example, it would be quite awkward for 
the American delegation to a charter review conference to be 
confronted with the support which the Communist delegations 
might give to such charter amendments which would alter our 
own sovereignty. It would be far better before deciding to 
call the review conference, for the twenty-odd Senators who 
want to explore an Atlantic Union and those who favor a 
world federation to publicly state their opposition to the 
proposed Bricker amendment which is clearly designed to 
make their proposals impossible. 

These are just a few of the hard questions which should 
be answered before the American people decide whether or 
not to call for a charter review conference. 


VITAL SPEECHES OF THE DAY 


History teaches an important lesson—that in the develop- 
ment of new forms of government, certainly under demo- 
cratic principles, society is adhoc-minded and bit-minded. Let 
the charter evolve little by little, case by case. We must not 
, hasty or impetuous, or expect so much in so short a period 
of time. 

The U. N. is a mere infant, disillusioned with false hopes, 
as compared with our Constitution, 167 years strong, blossom- 
ing in full manhood, and fulfilling the hopes of its founders. 
Experience, custom, usage, informal adoption and change, 
amendment, and judicial interpretation over the centuries 
have made our Constitution the greatest living document in 
governmental history. We have not had a review conference 
or convention to amend the Constitution since it was framed 
in 1787. No review conference was required for the Bill 
of Rights, or other amendments including the right of women 
to vote. I see nothing in the history of the world or in the 
development of the federal form of government of the United 
States which indicates that there will be any departure from 
that course of history as it relates to the United Nations. I 
do not think, therefore, that a charter review conference this 
year, or at any time in the near future, would serve the best 
interests of the United States, the United Nations, or the cause 
of world peace and security. 

The world’s population now is about two and a half billion, 
living in more than 120 large and small countries. Practi- 
cally one half of the human race are still underprivileged and 
impoverished. Most of the countries are inhabited by natives 
deeply rooted in a wide variety of mores and civilizations, and 
possessed of some radical concepts about human rights, quite 
foreign to ours. Under the charter, these conditions are 
branded as the causes of war. 

Indeed the humanitarian aims of the charter are laudable 
objectives, but is the achievement of those aims the real cure 
for war? If so, will they be achieved in time to stem or stop 
the imminent drift toward World War III? 

We know from experience in our own great land with only 
a handful of people compared to the world’s population, that 
the concepts of people about their mores and human rights, 
the world over, cannot be changed overnight—not even by 
legislative or judicial fiat. While we may support and pray 
for the realization of the idealistic hopes of each generation, 
and now the United Nations, to bring peace to the world, 
we must, nevertheless, be realistic in our practices. 

In the meanwhile, therefore, we must keep our arsenal 
full, and our powder dry, and pray God this will deter and 
keep the horrors of war from our doorsteps. 


The Civil War in Indonesia 


IMPORTANCE TO THE FREE WORLD 
By HASAN MUHAMMAD TIRO, Representative of the Islamic Republic of Indonesia 
Delivered to the members of the University Club, New Rochelle, N. Y., January 31, 1955 


stand here before you, I have a deep sense of grati- 

tude. What I have in mind is not the usual feeling 
of personal appreciation that one may express on being allowed 
to speak to you. Speakers come and go. It is a gratitude 
more for your presence here than mine, for it symbolizes, on 
your part, a sincere interest and sympathy for what is happen- 
ing in my country. This is a note of encouragement, most 
needed at this time, and for this, Gentlemen, I am deeply 
grateful. 


M: PRESIDENT, Mr. Reisman, Gentlemen: As I 


Strange as it may seem, the destiny of our countries has 
been twice curiously related. The first time was almost 5 
centuries ago, and the second only nine years ago. 


Is it not true that it was the lure of the spice islands of the 
Indies that caused Christopher Columbus to set sail in a voyage 
which accidentally led to the discovery of America? If it were 
not for the old captain’s poor sense of direction, perhaps we 
in Indonesia would be celebrating Columbus Day, instead of 
you here in America. Aside from the economic advantages 
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of such a discovery, our school children, I am sure, would 
have appreciated the extra holiday! 


If 1492 is a little far away now, I am sure, that you will 
remember that it was only nine years ago that Indonesia was 
engaged in a struggle for independence from the Netherlands. 
The United States was instrumental in bringing the conflict 
to an end and resulted in the independence of the Republic 
of Indonesia. Without the fame of the Indies, now Indonesia, 
the course of events would have been different, and America 
would not have been ready then, as it is at this moment, to 
play the role as freedom’s shield and sanctuary. Thus, Gen- 
tlemen, there has been a causal relationship between Indonesia 
and America, a relationship which is probably coincidental, 
but certainly within the last decade, has developed positively 
and decisively! With the present uncertain situation in the 
Far East, the future of Indonesia is unmistakably linked with 
the future of the free world! 


In the past our interests have always been in harmony. Un- 
fortunately, this is now about to become a part of history: a 
thing which belongs to the past. Indonesia, a young, rich and 
united country of yesterday is now a poor, divided, chaotic 
and perplexed country, a victim of the intrigue of international 
Communism. 


Three times in nine yéars, world Communism has tried to 
gtab Indonesia from the community of the free world. Twice 
they have been defeated. First in 1946, a simple coup d’etat 
that failed, where the present Minister of Defense, Iwa Kusu- 
masumantri, and the present Minister of Education, Yamin, 
were among those convicted. Second, in 1948, the outright 
proclamation of a ‘‘people’s republic” in Madiun, Central Java, 
under the leadership of Amir Sjarifuddin, a former Premier 
and Defense Minister. The revolt was crushed by the vigilance 
of the government of Mohammad Hatta and through the 
support of the Moslem party. Since then, the Communists, 
first under the experienced guidance of Red China’s Ambas- 
sador to Djakarta, and now under the ever more shrewd 
teacher, Dmitri Zhukov, the newly appointed Russian Ambas- 
sador to Djakarta, the engineer of the Roumanian coup, the 
Communist Party has staged a comeback. There is every reason 
to think that this time they do not intend to fail, with all 
that they learned from their past experiences. It is indeed, a 
spectacular comeback, almost unbelievable, for a party that has 
been crushed only 7 years ago. But all this has become pos- 
sible because of the treacherous policy of the present Sas- 
troamidjojo regime, which has traded Indonesian national in- 
terest and sacrificed Indonesian national unity, to the red altar 
of Communism. In fact, the whole existence of this infamous 
regime depends on the mercy of the Indonesian Communist 
Party. It is the policy of the Communist Party to keep this 
regime in power since an outright Communist regime in In- 
donesia at this moment may very well disturb the United 
States and other Seato Powers. Thus, it is for their advantage 
that the Communists preserve the Sastroamidjojo regime as it 
can pass as “neutral”, even though, for all practical purposes, 
it is a Communist regime. 

Sastroamidjojo has, thus, assumed the position of an 
“errand-boy” for world’s Communism. He is to perform those 
acts, which might be otherwise difficult if done by outright 
Communist countries. The so-called “Asian-African” con- 
ference, which he is now sponsoring, is a subtle example of 
his role as an “errand-boy” of world’s Communism. Such a 
conference would positively be a failure if held in Peiping, 
for example. It is an international knowledge that it was 
Chou En Lai, who was the conceiver of the idea for such a 
conference. It will, undoubtedly provide him the best “show- 
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place” to conduct his Communistic propaganda. Unluckily, 
it will be the people of Indonesia who will have to pay the 
bill for Sastroamidjojo’s service to his master. 


The pattern of the Communist plot in Indonesia has always 
been the same, except for its ever progressing refinement. Be- 
fore any major move, they seem to always capture the most 
strategic position in the government, that is the Defense Min- 
istry This is what happened before their 1948 coup, and this 
seme pattern is now being repeated. For more than a year 
now, the Defense Minister has been a Moscow-educated Com- 
munist, Iwa Kusumasumantri. Thus, unfortunately, he has 
had enough time to consolidate his power and to exert his in- 
fluence on the nation’s armed forces. There have been many 
purges against the suspected ‘‘disloyal” army officers, and out- 
right dismissals against anti-Communist officers. Next to the 
Minister of Defense, is the Minister of Education, Yamin, the 
convicted plotter of the 1946 Communist coup; others are: 
the Minister of “justice”, Gondokusumo, participant of the 
Budapest peace conference, also known for his activities in 
deporting anti-Communist Chinese leaders from Indonesia ; the 
Minister of Labor, Abidan, participant of the Peiping peace 
conference; the Minister of Agriculture, Sadjarwo, represent- 
ing the Communist front organization, known as The Peasant 
Association ; Siradjudin Abas, Minister of State Welfare, fana- 
tically pro-Communist since his return from a free trip to 
Peiping; the Foreign Minister, Sunarjo, participant of Stock- 
holm peace movement. Therefore, Gentlemen, it is no wonder 
that such a government has recently endorsed a law which 
stated that in the supposedly coming ‘‘general election” the 
hammer and sickle shall be the symbol of the non-party people 
of Indonesia as well as the symbol of the Communist Party. 
This is nothing short of selling Indonesia, lock, stock and 
barrell, to world Communism! 


But it would be an understatement to say that the Commu- 
nists have been satisfied with their spectacular political and 
military success without a shot being fired. To fully grasp the 
subsequent events, we must first take a good look at the pro- 
gram of the present regime: which is identical word by word 
with the program of the Communist Party of Indonesia. This 
fact has been demonstrated by no less an authority on Com- 
munism as the Daily Worker in its October 15th, 1954, issue. 


The essence of that program was that the government will 
liquidate all the dissident Moslem elements as part of the 
preparation for the general election, a phrase which is Com- 
munist vernacular for murdering their political opponents. 
Accordingly, on August 1953, Iwa Kusumasumantri moved his 
indoctrinated troops from Java to all parts of Indonesia to 
arrest all of the regime’s political opponents. Fortunately, the 
anti-Communist groups have been able to secure complete in- 
formation of these troops movements. The anti-Communist 
Moslem leaders, therefore, have been-forced to restort to armed 
resistance, in self defense, and on September 21, 1953, they 
proclaimed the establishment of an anti-Communist govern- 
ment, the Islamic Republic of Indonesia, now in full control 
of North Sumatra, part of West and Central Java, South and 
Central Celebes ak part of Borneo. 

Thus, five years after freeing curselves from the colonial 
rule of the Netherlands, we Indonesians find that we are 
threatened by the colonial rule of Moscow and Peiping. For 
many months Islamic forces have been conducting military 
operations resisting the attacks of troops sent against us by the 
Djakarta regime’s Moscow-trained Defense Minister. For 
months our soldiers have driven back these armed expeditions 
led by Iwa’s handpicked Communist officers. 
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Our movement is under the leadership of the most out- 
standing Indonesian national figures: in Sumatra, Tengku 
Muhammad Daud Beureueh, formerly Military Governor of 
Sumatra and Major-General in the Indonesian Army, and 
Major General Husin Al Mudjahid; in Java General Sanusi 
Partawidjaja; in Celebes General Kahar Muzakkar. These are 
the same Indonesian patriots who valiantly resisted Dutch 
colonial forces in the period of 1945—1949, when practically 
every leader of the present Sastroanidjojo regime was either 
in hiding or meekly permitting themselves to be led away to 
detention camps. Now, we of the Islamic Republic of In- 
donesia are turning our arms against imperialism from the 
left. Weare a de facto Government with direct administrative 
control over 16,000,000 of our people, and 150,000 square 
miles of Indonesian soil. We have arms, we have money 
(though not as much as the Communists, because they are 
diverting the foreign economic aid for their own purposes). 
We collect taxes and maintain a functioning judiciary system. 
Although the territories in our control are, in some cases, hun- 
dreds of miles apart, our leaders maintain perfect liaison, our 
moves are coordinated, and we function as a nation. 

We believe that our victory is inevitable, because no regime 
that is based on bayonets and an empty treasury can continue 
to exist. This is providing that Sastroamidjojo receives no 
further foreign support, either from his comrades or from the 
United States in the form of economic aid. Sastroamidjojo 
has emptied Indonesia’s treasury, allowed gold reserve for 
Indonesia's currency to fall below legal limits and placed the 
country in a financial position near bankruptcy. This has hap- 
pened, despite the 100 million dollars of the United States 
economic aid, because Sastroamidjojo has used some of the 
money to buy Cadillacs for himself and his comrades, and 
newsprint for Communist propaganda, instead of utilizing the 
money for the benefit of the people of Indonesia. As far as 
the Indonesian people are concerned, the 100 million in aid 
from the United States has resulted in 300% inflation, and a 
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more prosperous Sastroamidjojo clique. The regime is not 
even able to pay its soldiers, upon whose strength it owes its 
existence. Therefore, the regime encourages its soldiers to 
rob the homes of wealthy political opponents and take all 
their property, in place of pay. This has taken place in 
Sumatra and Celebes, coupled with killing and murdering of 
political opponents. I have been honored by circumstances to 
be the one to present the plight of the oppressed people of 
Indonesia to the United Nations. 

The Communists well know that the islands of Indonesia 
can be stepping stones to the Philippines and Australia. By 
occupying Indonesia, they will be able to isolate Australia and 
New Zealand; they will be able to close the communication 
lines between the Pacific and the Indian Ocean; they will be 
able to make the free world’s stand in Indo-China, Thailand 
and Malaya useless, and ineffective. 

They also know that Indonesia is a rich prize: 80 million 
people, sixth largest nation in the world, third richest in 
natural resources after the United States and the Soviet Union. 
By drawing Indonesia into their orbit, the Communist block 
will have no more worry about their oil, rubber and tin supply. 
The most fabulous supply of war material will be theirs. 
Therefore, it would not be surprising, if world Communism 
has eyed Indonesia for decades. The Communist Party of 
Indonesia is the oldest Communist Party in Asia, is even older 
than the Communist Party of China. But why have not the 
Communists succeeded, so far, inspite of their tireless, indefat- 
igable, spirited attempts?’ There can only be one answer, be- 
cause the people of Indonesia have a philosophy and culture 
which is diametrically opposed to Communism! 

Thus, Gentlemen, the outcome of the largest unpublicized 
civil war that is being fought by the patriotic Moslems of 
Indonesia may very well decide the future of Asia. But one 
thing is certain: if they lose, Indonesia will go Communist 
and the present balance of power in Asia will be changed 
in favor of world Communism. 


Social Aims in Public Education 


SOCIALIZE OR EDUCATE? 
By COL. AUGUSTIN C. RUDD, Chairman, Guardians of American Education 
Delivered before Col. Aaron Ogden Chapter, Daughters of the American Revolution, Garden City, New York, April 5, 1955 


Daughters of the American Revolution for no organiza- 


| FEEL especially honored to have this Award from the 
tion in our country has a better appreciation of our great 


heritage and how to protect it. There are some who do not 
understand the vital functions of our patriotic societies, par- 
ticularly those based on genealogical lines. They are prone to 
believe that we live in the past. It is true that the DAR, SAR 
and similar societies have a definite link with the past, but the 
past is used to illuminate the present and safeguard the future. 
Their roots are in the soil of this cherished land of ours—they 
have studied its birth and growth and understand the principles 
which brought it into being and are essential to its preservation. 
And they know that this heritage was not born overnight 
but was the result of the suffering and sacrifice of countless 
lovers of liberty not only in our American Revolution but in 
all generations of recorded history. So let it be understood that 
the worship that is in our hearts goes not to men and women 
of themselves but to the principles for which they fought. 
That understanding—that appreciation of human values 
based on liberty and the dignity of the individual is in fact a 
record of man’s struggle to call his soul his own. It is called 


history. And that is why the DAR lays such great stress on the 
adequate teaching of history in our public schools. To para- 
phrase Patrick Henry, it is the lamp of experience to guide 
our steps in the future. 


In the rise and fall of nations we can learn a great truth; 
The innate worth or goodness of a civilization has little to do 
with its survival. Some of the finest concepts of government 
of both ancient and modern times have flickered briefly in the 
firmament and then succumbed because they failed to observe 
a lesson of human existence: Nations which fail to understand 
and appreciate rights and other blessings bestowed on them 


by worthy forbears inevitably fail to leave a worthy heritage to 


their descendants. 


For the tides in the affairs of men never stand still—they 
constantly ebb and flow—and it is found that freedom seldom 
survives the generation which fails to protect it. 


Nor is that difficult to understand for it is in accord with 
the natural law. Nature abhors a vacuum and rushes to fill it 
on land, sea and in the air. Nature has no sympathy for 
inertia which it promptly shoves out of its path. It has no 
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time, nor pity for any species, man, beast, or vegetable which 
refuses to fight for its own existence. 

All of which is given expression in the virile Americanism 
programs of the DAR. It has crystalized into this most sen- 
sible and practical attitude: The best way to honor those who 
gave us our liberties is to aggressively fight the influences 
undermining the principles on which those liberties are based. 

As a consequence we see in chapters all over our country 
programs of practical patriotism such as we have witnessed here 
today. At a time when the forces of despotism have conquered 
two fifths of the world and are plotting in every country to 
destroy the foundations of freedom, the DAR offers distin- 
guished leadership not only to its own members but to all who 
would rally around its banners. 

At times some of our neighbors will differ with us and there 
is controversy. Does that mean that we must curl up and quit? 
No normal person enjoys controversies. We much prefer the 
even tenor of our ways. But no one worth her salt will run 
from controversy when upholding principles she knows to be 
right. There was plenty of controversy in the American Revo- 
lution—and plenty of blood spilled too. Our rights and liber- 
ties were won by fighting for what we believed to be right and 
they will be lost when we run for cover at the first un- 
pleasantness. Eternal vigilance is still, right now, today, the 
price of liberty just as much as on the day that famous truth 
was uttered. 

And now a word on public education. It was in 1938 
that the American Legion Post of Garden City, New York, 
passed the first resolution protesting the use of the social 
science courses of Prof. Harold Rugg, then widely used 
throughout our country. This issue soon became a national 
project of the Legion, in its effort to alert our people to what 
was happening in their public schools. That was 17 years ago 
and much has happened since that day. 

A leading Progressive educator recently declared ‘The 
nation is pocked with battlefields of the war against the 
modern education.” But why? Why are there miniature civil 
wars in hundreds of our best communities? For generations 
our public schools have been among our most respected insti- 
tutions. No one worried about their soundness nor dedication 
to fundamental American principles. They were properly 
regarded as one of the most important bulwarks of our liberty. 
There were no battlegrounds between neighbors and opposing 
forces of parents. Surely no trivial nor superficial issues could 
cause this grass-roots protest among our best citizens and a 
large segment of the teaching profession across the entire 
nation. What has happened? 

The answer is long and complicated and I can only sketch 
the broad outlines. Briefly, about 50 years ago Prof. John 
Dewey brought forth his ideas and methods of instructing 
children, stressing self-expression, his activity program and 
other theories to become known as Progressive Education. In 
the kindergarten and among very small children, some of 
these ideas had merit but the Deweyites insisted on using them 
in all grades and in secondary schools. Among his theories 
were freedom of discipline and the student selection of courses. 
In general, a teacher was not to teach in the traditional sense 
but to follow, to guide. 

At that time Dewey’s ager interest was in the methods 
of instruction. But after he joined the staff of Columbia Uni- 
versity the movement spread to include the so-calld liberal 
—— and social thinking of Teachers’ College, thus 

roadening the original Progressive movement into one hav- 
ing economic and political objectives, based on a new social 
order. These militant pedagogs were not so interested in how 
to teach as in what to teach in order to reform society. They 
soon dominated the movement. 
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In 1934, sixteen leading Progressivists brought forth a re- 
port on the social studies that had been 6 years in preparation. 
Called Conclusions & Recommendations it was, in fact, a 
blueprint, giving details and specifications for imposing their 
revolutionery program on public education. How it was sad- 
died on the schools of our country is a long story. The 
philosophies of this New Education are twofold: (1) The im- 
practical and largely discredited theories of Dewey; (2) The 
ideological doctrines of the leftists intent on using our schools 
and colleges to condition children to accept their new social 
order of collectivism or socialism. 

Let me cite a single and very recent, (March 1955) example 
of this Un-American philosophy, to show its nature and the 
influence of leftist educators in high places. It is not the work 
of some unimportant Marxist professor but appears in the 
Teachers Manual for elementary schools for the State of Vir- 
ginia. I quote from a section: ‘The Understanding of the 
Operation of Modern Business and Industrial Enterprise,” 
under which the following appeared: 

“The material prosperity of the modern world has been 
attained under the capitalistic system. 

“Capitalism is based upon the principle of profit to the 
owner rather than service to the masses of the people. 

“The capitalistic system is not planned and lacks direction, 
thus waste and economic cycles result. 

“Natural resources are exploited for profit. 

“The dependence of the laborer upon capital tends to re- 
duce him to a servile status.” 

When this was called to his attention, Governor Thomas BE. 
Stanley of Virginia, stated that he was “shocked that such 
statements could appear in any State publication,” and promptly 
ordered the recall and revision of the teachers’ manual. 

Now, it would be a mistake to regard Virginia as an excep- 
tion with this problem. Surveys by Brookings Institution and 
other impartial agencies have shown that similar doctrines and 
philosophies are commonplace in leading social science, eco- 
nomics and sociology courses widely used in our schools and 
colleges. Is it surprising then, that our youth are inclined to 
favor the regimented economy of collectivism and socialism 
when they have been taught to so believe? Our great free 
enterprise system has accorded us a standard of living beyond 
our fondest dreams, with sufficient wealth left over to lavish 
tens of billions of dollars on 44 nations all over the world 
and yet a recent United States Chamber of Commierce survey 
among 5,000 high school seniors revealed an apalling igno- 
rance of this marvelous, wealth-producing free economy of 
free men. Why? One need look no further than the texts of 
leftist educators who for decades have chanted their hatred 
of the capitalistic system and have exercised a powerful in- 
fluence on the education of our youth. 


Far from being a horrible example, the state of Virginia 
is to be commended for recognizing its part of a national 
condition, and other states could well conduct their own 
investigations. 

So while the Deweyites, or original Progressivists, started 
the movement and opened the seams in the armor of tradi- 
tional education, the enemies of our free enterprise system 
seized the opportunity and made the most of it. 

So much for philosophies and objectives of New Educa- 
tion. But what of the curriculum? That, of course, had to 
be geared to the objectives. Since a mew social order was an 
important objective, it followed that social aims must be the 
main purpose of education. That meant revising the whole 
curriculum to this end. Many subjects without social signi- 
ficance were crowded out and other skillfully adapted to stress 
social aims. So the new social science courses were created 
to become the “core of the curriculum.” And that did it! In 
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my opinion, that was the most significant and disastrous change 
in public school curriculum in the past 100 years. 


History, geography and civics were dropped as separate 
subjects but parts of each were selected for their social signi- 
ficance. Liberal arts have been shamefully neglected. Mathe- 
matics has suffered severely, often dropped if it is found 
difficult, to be regretted later when a boy finds himself and 
desires an engineering or similar career. That is one reason 
why our colleges are now turning out engineering graduates 
at only one half the rate of the Soviet-Union. 


Another unsound feature of New Education is extreme 
emphasis placed on contemporary life, and contempt for the 
past—man’s experience through the ages. This is shown in 
the atitude towards history and other subjects, but perhaps 
the most striking example is what has happened to reading, 
spelling and writing during the past 3 decades. By the cur- 
rent system of word reading, or memorizing whole words, 
instead of the time-tested phonic method of learning the 
sounds of various letters and thus being able to break down 
and master any word, we have practically abandoned the 
aphabet as a learning aid, and gone back 3,500 years to the 
Chinese method in existence before alphabets were invented. 
So we have the deplorable condition now evident all over 
the United States, with millions of youngsters who went 
through school and still cannot adequately read, write or spell 
their own language! 


I wish to make it clear, that I am not referring to any par- 
ticular school system because conditions vary greatly. Many 
fine educators have opposed these unsound programs and 
their courses and students are a tribute to their scholarly cour- 
age and common sense. I am referring to the general average 
throughout the nation. 
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Now, these New Educationists and their supporters claim 
that we are opposed to change and progress, as if any change 
must be for the better. But no sensible person wishes to hold 
back progress in education nor in any other element of our 
society. But change is sof synonymous with progress and the 
New Educationists, by worshipping at the shrines of anything 
new, have produced some tragic results. The schools have 
many vital material needs—more classrooms, improved facili- 
ties and adequately paid teachers. We all desire these neces- 
sities as well as techniques and methods that refiect modern 
advances in science and thus improve our standards of educa- 
tion. 

But the New Educations have amply proved that they are 
not interested in improving our traditional system of educa- 
tion—they wish to replace it root and branch with their own 
brand. And in doing so they changed not only the methods 
of instruction but the curriculum—in fact, the very purpose 
of public education itself. All in their obsession over social 
aims. 

Now, social aims in a free society are very important and 
certainly have a place in the education of our children. But 
where they are made the “core of the curriculum” around 
which all other instruction must be bent, (and I mean bent) 
are we not putting the cart before the horse? Is not the school 
thus losing sight of its main purpose which is imparting fact- 
ual knowledge and instruction in sound fundamentals of 
education? After all, even after a child has been socialized 
he still must be educated, if he is not to be handicapped 
through life and become a burden to society. 

For many generations it was widely accepted that the main 
purpose of the public school was to give the child a firm 
foundation in basic skills and sound character training—the 
essential ¢oo/s for further education and a good chance to win 
his way in the world. Then when he became twenty-one we 
gave him a ballot and said,~“‘Now you are of age, if you wish 
to remake our society, there is a way to do it—at the polls. 
It is up to you.”” Education was education, but politics or re- 
forming society was a problem for more mature minds and 
came later. Only under the New Education has the edu- 
cational process been used to condition children to accept a 
new form of society to replace our free economy of free men. 
Only in the last three decades have the labels been mixed 
with disastrous results. 

Furthermore, there are other important institutions charged 
with the socializing process, particularly the church and the 
home, which have done a very creditable job on the whole. 
In short, if social aims are to be the dominant influence in the 
education of our children, then basic skills and knowledge 
must suffer or be crowded out. For any curriculum will hold 
only so much. Like a glass filled with water—if more is 
poured in, a like amount is forced out. 

That, briefly, gives some of the reasons for the educational 
controversies raging or smouldering in thousands of American 
communities. You will readily see that the issues are not trivial 
nor superficial but deep-seated differences in the economic, 
social and political philosophies that determine the very fabric 
of our American way of life. 

This and other vital issues have long been understood by 
the DAR which is constantly doing something about them. 
You realize that the education of youth on sound American 
principles is vital to the preservation of our Republic, and 
that is why I so greatly appreciate this award of merit at the 
hands of the Daughters of the American Revolution. 





